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APPENDIX 

Sent to Governor 

April 27, 1971 

S. B. No. 288. 

SIXTY-THIRD DAY 

(Wednesday, April 28, 1971) 

The Senate met at 10:00 o'clock 
a.m., pursuant to adjournment, and 
was called to order by the President. 

The roll was called and the follow-
ing Senators were present: 

Aikin Jordan 
Bates Kennard 
Beckworth Kothmann 
Bernal Mauzy 
Blanchard McKool 
Bridges Moore 
Brooks Patman 
Christie Ratliff 
Connally Schwartz 
Creighton Shennan 
Grover Snelson 
Hall Wallace 
Harrington Watson 
Harris Wilson 
Herring Word 
Hightower 

A quorum was announced present. 

Reverend W. H. Townsend, Chap-
lain, offered the invocation. 

On motion of Senator Aikin and 
by unanimous consent, the reading of 
the Journal of the proceedings of yes­
terday was dispensed with and the 
Journal was approved. 

l\Icssage From the House 

Hall of the House of Representatives 

Austin, Texas, 
April 28, 1971 

Hon. Ben Barnes, President of the 
Senate. 

Sir: I am directed by the House to 
inform the Senate that the House has 
passed the following: 

S. J. R. No. 16, Proposing an 
amendment to Article I of the Texas 
Constitution by adding a new section 
to be kno\vn as Section 3a, providing 
that equality under the la\v shall not 

be denied or abridged because of sex, 
race, color, creed, or national origin. 

S. C. R. No. 65, Ratifying the pro­
posed Amendment to the Constitution 
of the United States extending the 
right to vote to persons \\'ho are 18 
years of age or ol<ler. 

H. B. No. 743, A bill to be entitled 
"An Act defining the term "eligible 
junior college district"; authorizing 
the annexation of territory by an 
eligible junior college district under 
certain circumstances; and declaring 
an emergency." 

H. B. No. 1424, A bill to be entitled 
aAn Act amending the subject matter 
of the Texas Unemployment Compen­
sation Act, as amended (Articles 
5221b-1 et seq., Vernon's Texas Civil 
Statutes), as follows: Amending Sec­
tion 3, providing benefits; amending 
Section 7, providing contributions; 
amending Section 16, providing pen­
alties; adding a Section 29, providing 
for coverage of State employees; pro­
viding an effective date for this Act; 
providing for the repeal of all laws 
and parts of laws in conflict herewith 
and for preserving rights accrued 
thereunder; providing for the sever­
abilit.y of provisions; and declaring 
an einergency." 

H. B. No. 1078, A bill to be entitled 
"An Act providing for operation of 
all school districts in the state on a 
quarterly rather than a semester 
basis; authorizing districts to operate 
all or some of their schools for all 
four quarters with state funding for 
three quarters of attendance for any 
one student; amending Chapter 16, 
Texas Education Code, by adding 
Subchapter G-1 and repealing Sub­
chapU~r H; providing for effective 
dates and declaring an emergency." 

H. C. R. No. 41, Recommending 
to Secretary John A. Volpe that Rail­
pax include an extension to Laredo, 
Texas. 

11. J. R. No. 2, Proposing an 
amendment to Sections 1 and 2, Ar­
ticle VI, Constitution of the State of 
Texas, so as to lower the minimum 
age required for voting to 18 years. 

H. ,J. R. No. 31, Proposing an 
amend1nent to the Constitution of the 
State of Texas. 

S. C. R. No. 88, Expressing appre­
ciation to Mr. J. L. Huffines, Jr. for 
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his service on the Board of Regents, 
State Senior Colleges. 

Respeetfully submitted, 
DOROTHY HALLMAN, 

Chief Clerk, House of Representatives 

Bill Signed 

The P1·esident signed in the pres­
ence of the Senate after the caption 
had been read, the following enrolled 
bill: 

S. B. No. 215. 

l\forning Call Dispensed With 

On motion of Senator Aikin and by 
unanimous consent, the :rviorning can 
\Vas dispensed v.~i th. 

Reports of Standing Committees 

By unanimous consent, Senator Jor­
dan submitted the follo\ving reports 
for the Committee on Labor and J\.1an­
agement Relations: 

H. B. No. 349. 

C. S. S. B. No. 739 (Read first 
time). 

By unanimous consent, Senator Her­
ring submitted the following reports 
for the Committee on Jurisprudence: 

S. B. No. 598 (Amended). 

C. S. S. B. No. 482 (Read first 
time). 

C. S. S. B. No. 240 (Read first 
time). 

S. B. No. 210 

S. B. No. 186. 

C. S. S. B. No. 331 (Read first 
time). 

S. B. No. 571. 

S. B. No. 885. 

S. B. No. 718 (Amended). 

S. B. No. 742. 

S. C. R. No. 10 (Amended). 

By unanimous consent, Senator Wil­
son submitted the follo,ving reports 
for the Committee on Constitutional 
Amendments: 

S .• J. R. No. 50. 

S. J. R. No. 33. 

S. J. R. No. 52. 

By unanimous consent, Senator Hall 
submitted the following reports for 
the Committee on County, District 
and Urban Affairs: 

S. B. No. 929. 

S. B. No. 941. 

S. B. No. 940. 

S. B. No. 917. 

S. B. No. 908. 

S. B. No. 643 (Amended). 

S. B. No. 607 (Amended). 

S. B. No. 512. 

H. B. No. 1162. 

By unanimous consent, Senator 
Word submitted the following reports 
for the Committee on Legislative, 
Congressional and Judicial Districts: 

S. B. No. 906 (Amended). 

S. B. No. 515. 

S. B. No. 689. 

S. B. No. 820. 

S. B. No. 937. 

S. B. No. 899. 

S. B. No. 581. 

S. B. No. 692. 

S. B. No. 691. 

By unanimous consent, Senator 
Connally submitted the following re· 
ports for the Committee on Parks and 
Wildlife: 

H. B. No. 948. 

H. B. No. 738. 

H. B. No. 676. 

H. B. No. 396. 

H. B. No. 326. 

S. B. No. 786. 

S. B. No. 659. 

S. B. No. 576. 

S. B. No. 575. 
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Committee Substitute 
House Bill 730 on Second Reading 

The President laid before the Sen­
ate on its second reading and passage 
to third reading (the bill having been 
set as Special Order for 10:00 o'clock 
a.m. today): 

C. S. H. B. No. 730, A bill to be en­
titled "An Act relating to raising rev­
enue for the support of state govern­
ment; amending Article 20.02, Section 
(A) of Article 20.021, Section (B) of 
~.\rticle 20.05, Title 122A, Taxation­
General, Re..,,ised Civil Statutes of 
Texas, 1925, as a1nended, and Subdiv"i­
sion (2), Subsection (K), Section 2, 
Chapter 36, Acts of the 60th Legisla­
ture, Regular Session, 1967, as amend­
ed (Article 1066c, Vernon's 'l'exas 
Civil Statutes), to increase the rate of 
the Limited Sales, Excise and Use 
Taxi an1cnding Sections (1) and 
(3), Article 7.06, Title 122A, as 
amended, to increase the cigarette 
tax and provide for allocation of 
revenues; amending Articles 6.01, 
6.03, and 6.04, Title 122A, as amend­
ed, to increase the rate of the motor 
vehicle sales and use tax, provide 
certain exemptions, i·edefine certain 
terms, and provide for taxing ren­
tal receipts and leases; amending 
Article 12.20 and Sections (1) and (2) 
of Article 12.211, Title 122A, as 
amended, to increase the corporate 
franchise tax; amending Articles 8.02 
and 8.04, Title 122A, as amended, to 
more accurately define the base of the 
tax on cigars and to provide for pen­
alties for late payment of the tax; 
amending Section (1), Article 9.02 
and Article 9.25, Title 122A, as amend­
ed, to increase the rate of the motor 
fuels tax and to provide for the distri­
bution of the motor fuels tax; amend­
ing Subsection ( 4-b), Section 2, Ar­
ticle XX, Chapter 184, Acts of the 47th 
Legislature, Regular Session, 1941, as 
amended (Article 7083a, Vernon's 
Texas Civil Statutes), to amend the 
allocation of funds in the Omnibus Tax 
Clearance Fund; amending Section 1, 
Chapter 301, Acts of the 56th Legisla­
ture, Regular Session, 1957 (Article 
6673e-1, Vernon's Texas Civil Stat­
utes), to provide that the State High­
way Department shall pay for the full 
cost of right-of-way for federal and 
state high\vays; amending Chapter 
300, Acts of the 55th Legislature, Reg­
ular Session, 1957 (Article 6674,v et. 
seq., Vernon's Texas CivH Statutes), 

to provide for payment of the cost of 
relocation of certain utility facilities 
and the cost of certain street improve­
ments; providing for the effect of 
Public Law 91-156; providing cer­
tain exemptions from the additional 
taxes for certain contracts; providing 
an effective date i providing for sev­
erability; and declaring an emergen­
cy." 

The bill was read second time. 

Senator Sch\vartz offered the fol­
Jo\\•ing amendment to the bill: 

Amend Article 3 of the Senate Cam­
mi ttee Substitute to House Bill No. 
730 to read as follows: 

ARTICLE 3 
Section 1. Title 122A, Taxation­

General, Revised Civil Statutes of 
Texas, 1925, as amended, is amended 
by adding a Chapter 34 to read as 
follows: 

"CHAPTER 34. TEXAS CORPO­
RATE PROFITS TAX 

"SUBCHAPTER A. SHORT TITLE 
AND DEFINITIONS 

"Article 34.101. SHORT TITLE. 
This chapter shall be known and may 
be cited as the 'Texas Corporate 
Profits Tax.' 

"A1ticle 34.102. DEFINITIONS. 
In this chapter, unless the context 
requires a different meaning: 

"(1) 'Corporation' means any busi­
ness entity subject to income taxation 
as a corporation under the laws of 
the United States, excepting corpora­
tions having an election in effect un­
der Subchapter S of the Internal 
Revenue Code. 

"(2) 'Taxable corporation' means, 
for any taxable year, a corporation 
which, at any time during that tax­
able year, received any income allo­
cable or apportionable to this state 
under Subchapter C of this chapter. 

"(3) 'Fiscal year' means an ac­
counting period of 12 months ending 
on the last day of any month other 
than December. 

"(4) 'Taxable year' means the cal­
endar year, or the fiscal year ending 
during such calendar year, on the 
basis of which the taxable income 
is computed under this chapter. 'Tax­
able year' means, in the case of a re­
turn made for a fractional part of a 
year under the provisions of this 
chapter, the period for \Vhich such re­
turn is made. 
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" ( 5) 'Taxpayer1 n1eans any corpo­
ration subject to the tax imposed by 
this chapter. 

11 (6) 'Internal Revenue Code' 
means the United States Internal Rev­
enue Code of 1.954 as amended. 

"(7) 'State' when applied to a 
jurisdiction other than this state 
means any state of the United States, 
the District of Columbia, the Com­
monwealth of Puerto Rico, any Terri­
tory or Possession of the United 
States, and any foreign country, or 
any political subdivision of any of the 
foregoing. 

"(8) 'Regulations' includes rules 
promulgated and forms prescribed by 
the comptroller. 

"(9) 'Tax' or 'tax liability' is the 
liability for all amounts O\ving by a 
taxpayer to the State of Texas under 
this chapter. 

"(10) 'Net income' means that 
portion of a taxpayer's tax~ble income 
\\~hich is allocable or attributable to 
this state under the provisions of Sub­
chapter C for a taxable year. 

"(11) 'Financial organization' 
means any bank, trust company, sav­
ings bank, industrial bank, land bank, 
safe deposit company, Pr:iV~te banke!, 
savings and loan assoc1at1on, credit 
union, currency exchange, cooperative 
bank, small loan company, sales fin­
ance company, or investment com­
pany . 

.c (12) 'Taxable income' means 
that amount which the taxpayer ren­
ders to the federal government as 
his taxable income on his federal in­
come tax return, subject to the fol­
lowing provisions: 

14 (A) taxes based on or measured 
by net income shall not be allowable 
deductions; 

"(B) interest income from obliga­
tions of other states and their polit­
ical instrumentalities shall be includ­
ed in taxable income; 

"(C) interest income received from 
obligations of the United States shall 
not be included in taxable income; 
and 

0 (D) net operatinP" losses incurred 
in taxable years ending prior to the 
effective date of this chapter shall 
not be allowable deductions. 

"(13) an 'affiliated corporation' is 
a corporation: 

u(A) which owns or controls, 
either directly or indirectly, 80 percent 

of the voting stock of any other cor­
poration or corporations; or 

"(B) of \vhich 80 percent of the 
voting stock is owned or controlled, 
either directly or indirectly, by one 
or more other corporations, or by in­
terests which own or control, either 
directly or indirectly 80 percent or 
more of the voting stock of one or 
more other corporations. 

"Article 34.103 MEANING OF 
TERMS. Terms used in this chapter 
have the same meaning as \Vhen used 
in a comparable context in the Ja,vs 
of the United States relating to fed­
eral corporate income taxes, unless 
a different meaning is clearly re­
quired. 

"SUBCHAPTER B. IMPOSITION 
OF TAX 

"Article 34.111. TAX IMPOSED. 
(a} A tax measured by net income is 
imposed on every corporation for each 
taxable year beginning after Septem­
ber 30, 1971., on the privilege of earn­
ing or receiving income in this state. 
'fhe tax is in addition to all other oc­
cupation or privilege taxes imposed 
by this state or any political subdivi­
sion thereof. 

"(b) An association, trust, or other 
unincorporated organization \vhich is 
taxable as a corporation for federal 
income tax purposes shall be subject 
to tax under this chapter. 

"A.rticle .~4.112. RATE. A tax is 
imposed on the enth·e taxable income 
of every taxable corporation at the 
rate of five percent of the net income 
of corporations subject to the provi­
sions of this chapter. 

"Article 34.113. ALT E R N A T E 
TAX COMPUTATION. Any corpora­
tion required to file a return under 
this chapter may elect to waive the 
provisions of Subchapter C of this 
chapter and Article 34.112 and to pay 
tax at the rate of one percent of the 
gross sales within this state, as de­
fined in Section ( o), Article 34.122, of 
this title, provided that: 

" ( 1} the corporation did not own or 
rent any real estate or tangible per­
sonal property in this state during the 
taxable year; 

"(2) the only activity of the cor­
poration in this state during the tax­
able year consisted of sales; and 

"(3) the gross sales of the corpora­
tion \vithin this state during the tax­
able year did not exceed $100,000. 
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"Article 34.114. TAX CREDITS. 
Nohvithstanding the provisions of Ar­
ticle 34.lll(a), a corporation subject 
to the taxes imposed by this chapter 
may credit against the amount of the 
tax payable under this chapter for 
any taxable year the amount of taxes 
paid for the taxable year under: 

"(1) Artiele 4769, Article 7064 and 
Article 7064a, Revised Civil Statutes 
of Texas, 1925, as amended (Gross 
Premiums Tax); 

"(2) Article 71.66, Revised Civil 
Statutes of Texas, 1925, (Selective 
Shares Tax); 

"(3) Article 11.02, Title 122A, Tax­
ation-General, Revised Civil Statutes 
of Texas, 1.925, as amended (Gross 
Receipts Tax on Telegraph Compa­
nies); 

lf(4) Article ll.03, Title 122A, Tax­
ation-General, Revised Civil Statutes 
of Texas, 1925, as amended (Gross 
Receipts Tax on Gas, Electric Light, 
Po\\·er or Water Works Companies); 
and 

"(5) Article 11.06, 'l'itle 122.4-, Tax­
ation-General, Revised Civil Statutes 
of Texas, 19251 as amended (Gross 
Receipts Tax on Telephone Compa­
nies). 
"SUBCHAPTER C. ALLOCATION 

AND APPORTIONMENT OF 
INCOME 

"Article 34.121. DEFINITIONS. In 
this subchapter, unless the context 
requires a different meaning: 

11 (1) 'Business income' means in­
come arising from transactions and 
activity in the regular course of the 
taxpayer's trade or business and in­
cludes income from tangible and jn­
tangiblc property if the acquisition, 
management, and disposition of the 
property constitute integral parts of 
the taxpayer's regular trade or busi­
ness operations. 

'
1 (2) 'Commercial domicile' means 

the principal place from \vhich the 
trade or business of the taxpayer is 
directed or managed. 

11 (3) 'Compensation' means 'vages, 
salaries, commissions1 and any other 
form of remuneration paid to em­
ployees for personal services. 

H(4) 'Nonbusiness income' means 
all income other than business in­
come. 

"(5) 1Sales' means all gross re­
ceipts of the taxpayer not allocated 
under Sections (e) through (g) of 
Article 34.122. 

"Axticlc 34.122. ALLOCATION 
AND APPORTIONMENT. (a) Any 
taxpayer having income from business 
activity which is taxable both ·within 
and \vithout this state shall allocate 
and apportion its net income as pro­
vided in this article. Any taxpayer 
having income solely from business 
activity taxable within this state shall 
allocate or apportion its entire net 
income to this state. 

"(b) For purposes of allocation and 
apportionment of income under this 
article 1 a taxpayer is taxable in an­
other state if in that state it is sub­
ject to a net income tax1 a franchise 
tax measured by net income, or that 
st.ate has jurisdiction to subject the 
taxpayer to a net income tax regard­
less of whether in fact the state does 
or does not. 

'
1(c) Rents and royalties from real 

or tangible personal property, capital 
gains, interest, dividends, or patent or 
copyright royalties, to the extent that 
they constitute nonbusiness income, 
shall be allocated as provided in Sec­
tions (d) through (g). 

"(d) Rents and royalties. (A) Net 
rents and royalties from real property 
located in this state are allocable to 
this state. 

"(B) Net rents and royalties from 
tangible personal property are allo­
cable to this state: (i) if and to the 
extent that the property is utilized in 
this state, or (ii) in their entirety if 
the taxpayer's commercial domici1e is 
in thi~ state and the taxpayer is not 
organized under the lav.•s of or tax· 
able in the state in \Vhich the propertv 
is utilized. · 

"(C) The extent of utilization of 
tangible personal property in a state 
is determined by multiplying the rents 
and royalties by a fraction, the nu­
merator of \vhich is the number of 
days of physical location of the prop­
erty in the state during the rental or 
royalty period in the taxable year and 
the denominator of which is the num­
ber of days of physical location of the 
property everY'vhere during al1 rental 
or royalty periods in the taxable year. 
If the physical location of the proper­
ty during the rental or royalty period 
is unkno\•rn or unascertainable hv the 
taxpayer, ta.ngible personal proPerty 
is utilized in the state in ,.,·hirh the 
property was located at the time the 
rental or royalty payer obtainerl pos­
session. 
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11 (e) Capital gains and losses. (A) 
Capital gains and losses from sales of 
real property located in this state are 
allocable to this state. 

"(B) Capital gains and losses from 
sales of tangible personal property 
are allocable to this state if (i) the 
property had a situs in this state at 
the time of the sale, or (ii) the tax­
payer's commercial domicile is in this 
state and the taxpayer is not taxable 
in the state in which the property had 
a situs. 

"(C) Capital gains and losses from 
sales of intangible personal property 
are allocable to this state if taxpay­
er's commercial domicile is in this 
state. 

"(f) Interest and dividends are 
allocable to this state if the taxpay­
er's commercial domicile is in this 
state. 

"(g) Patent and copyright royal­
ties. (A) Patent and copyright royal­
ties are allocable to this state: 

1'(1) if and to the extent that the 
patent or copyright is utilized by the 
payer in this state, or 

"(2) if anrl to the extent that the 
patent or copyright is utilized by the 
payer in a state in which the tax­
payer is not taxable and the taxpay­
er's commercial domicile is in this 
state. 

"(B) A patent is utilized in a state 
to the extent that it is employed in 
production, fabrication, manufactur­
ing, or other processing in the state 
or to the extent that a patented prod­
uct is produced in the state. If the 
basis of receipts from patent royalties 
does not permit al1ocation to states or 
if the accounting procedures do not 
reflect states of utilization, the patent 
is utilized in the state in \vhich the 
taxpayer's commercial domicile is lo­
cated. 

'' { C) A copyright is utilized in a 
state to the extent that printing or 
other publication originates in the 
state. If the basis of receipts fron1 
copyright royalties does not permit 
allocation to states or if the account­
ing procedures do not reflect states of 
utilization, the copyright is utilized in 
the state in which the taxpayer's com­
mercial domicile is located. 

11 (h) All business income shall be 
apportioned to this state by multiply­
ing the income by a fraction, the nu­
merator of which is the property fac­
tor plus the payroll factor plu.s the 

sales factor, and the denominator of 
\vhich is three. 

"(i) The property factor is a frac­
tion, the numerator of which is the 
average value of the taxpayer's real 
and tangible personal property owned 
or rented and used in this state dur­
ing the tax period and the denomin­
ator of \vhich is the average value 
of all the taxpayer's real and tangible 
personal property O\vned and used 
during the tax period. 

11 {j) Property owned by the tax­
payer is valued at its original cost. 
Property rented by the taxpayer is 
valued at eight times the net annual 
rental rate. Net annual rental rate 
is the annual rental rate paid by the 
taxpayer less any annual rental rate 
received by the taxpayer from sub­
rentals. 

u {k) The average value of proper­
ty shall be determined by averaging 
the values at the beginning and end­
ing of the tax period but the comp­
troller may require the averaging of 
monthly values during the tax period 
if reasonably required to reflect prop­
erly the average value of the taxpay­
er's property. 

u (1) The payroll factor is a frac­
tionJ the numerator of which is the 
total amount paid in this state during 
the tax period by the taxpayer for 
compensation, and the denominator of 
which is the total compensation paid 
everywhere during the tax period. 

11 (m) Compensation is paid in this 
state if: 

11 (1) the individual's service is per­
formed entirely within the state; or 

"(2) the individual's service is 
performed both within and without 
the state, but the service performed 
without the state is incidental to the 
individual's service within the state; 
or 

u { 3) some of the service is per­
formed in the state and base of oper­
ations or, if there is no base of oper­
ations, the place from which the 
service is directed or controlled is in 
the state, or the base of operations or 
the place from which the service is 
directed or controlled is not in any 
state in which some part of the serv­
ice is performed., but the individual's 
residence is in tnis state. 

"(n) The sales factor is a fraction! 
the numerator of which is the tota 
sales of the taxpayer in this state 
during the tax ~riod, and the de­
nominator of which is the total Sl:lles 
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of the taxpayer everywhere during 
the tax period. 

" ( o) Sales of tangible personal 
property are in this state if: 

"(1) the property is delivered or 
shipped to a purchaser, other :th!!n 
the United States government, within 
this state regardless of the f.o.b. 
point or other conditions of the sale: 
or 

"(2) the property is shipped from 
an office, store, warehouse, factory, 
or other place of storage in this state 
and the purchaser is the Uni~ 
States government or the taxpayer is 
not taxable in the state of the pur­
chaser. 

H (f?) Sales, other than sa~es C?f 
tangible personal property, are 1n this 
state if: 

"(1) the income-producing activity 
is performed in this state; or 

"(2) the income-producing activi~Y 
is performed both in and outside this 
state and a greater proportion of the 
income-producing activity is perform­
ed in this state than in any other 
state, based on costs of performance. 

''(q) Insurance companies. (A) Ex­
cept as otherwise provided by para­
~raph (B), business income of an 
insurance company doing business as 
a corporation in this state for a tax­
able year shall be apportioned to this 
state br multiplying such income by 
a fraction, the numerator of which is 
the direct premiums written for in­
surance upon property or risk in this 
state, and the denominator of which 
is the direct premiums written for 
insurance upon property or ri~k 
everywhere. For puryoses of tl11s 
subsection, the term 'direct premiums 
written' means the total amount of 
direct premiums written, assessments 
and annuity considerations as report­
ed for the taxable year on the an­
nual statement filed by the company 
with the Texas State Board of In­
surance. 

"(B) If the principal source of 
premiums written by an insurance 
company consists of premiums for re­
insurance accepted by it, the business 
income of such company shall be ap­
portioned to this state by multiply­
ing such income by a fraction, the 
numerator of which is the sum of (1) 
direct premiums written for insurance 
upon property or risk in this state, 
plus (2) premiums written for rein~ 
surance accept.ed in respect of proper­
ty or risk in this state, and the de­
nominator of which is the sum of 

(3) direct premiums written for in­
surance upon property or risk every­
\Vhere, plus (4) premiums written 
for reinsurance accepted in respect or 
property or risk everywhere. For 
purposes of this paragraph, pre­
miums written for reinsurance ac­
cepted in respect of property or risk 
in this state, whether or not other­
wise determinable, may, at the elec­
tion of the company, be determined 
on the basis of the proportion which 
premiums written for reinsurance ac­
cepted from companies commercially 
domiciled in Texas bears to premiums 
written for reinsurance accepted from 
all sources, or, alterna tively1 in the 
proportion which the sum 01 the di­
rect premiums written for insurance 
upon property or risk in this state by 
each ceding company from which re­
insurance is accepted bears to the 
sum of the total direct premiums 
\vritten by such ceding company for 
the taxable year. 

u (r) Business income of a finanCial 
organization shall he apportioned to 
this state by multiplying such income 
by a fraction, the numerator of which 
is its business income from sources 
within this state, and the denomina­
tor of which is its business income 
from all sources. For the purposes of 
this subsection, the business income 
of a financial organization from 
sources within this state is the sum 
of: 

"(1) fees, commissions, or other 
compensation for financial services 
rendered within this state; 

"(2) gross profits from trading in 
stocks, bonds, or other securities man­
aged within this state; 

"(3) interest and dividends receiv­
ed \Vithin this state; 

" ( 4) interest charged to customers 
at :places of business maintained 
within this state for carrying debit 
balances of margin accounts, without 
deduction of any costs incurred in 
carrying such accounts; and 

11 
( 5) any other gross income result­

ing from the operation as a financial 
organization \vithin this state. 

"(s) Transportation services. A 
corporation whose business income is 
wholly or partly derived from fur­
nishing transportation services shall 
have its income apportioned to this 
state in accordance with paragraphs 
(A) and (B). 

u(A) Such business income (other 
than that derived from transportation 
by pipeline) shall be apj)<>rtioned to 
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this state by multiplying such in­
come by a fraction, the numerator of 
\Vhich is the revenue miles of the 
corporation in this state, and the de­
nominator of which is the revenue 
miles of the corporation everywhere. 
For purposes of this paragraph, a 
revenue mile is the transportation of 
one passenger or one net ton of 
freight the distance of one mile for a 
consideration. Where a coryoration is 
engaged in the transportation of both 
passengers and freight, the fraction 
above referred to shall be determined 
by means of an average of the pas­
senger revenue mile fraction and the 
freight revenue mile fraction, weight­
ed to reflect the corporation's: 

"(i) relative railway operating in­
come from total passenger and total 
freight service, as reported to the In­
terstate Commerce Commission, in 
the case of transportation by rail­
road, and 

0 (ii) relative gross receipts from 
passenger and freight transportation 
other than by railroad. 

" ( B) Such business income derived 
from transportation by pipeline shall 
be apportioned to this state by mul­
tiplying such income by a fraction, 
the numerator of which is the rev­
enue miles of the corporation in this 
state, and the denominator of which 
is the revenue miles of the corpora­
tion evel'Y\vhere. For the purposes of 
this paragraph a revenue mile is the 
transportation by pipeline of one bar­
rel of oil, 1,000 cubic feet of gas, or 
of any specified quantity of any other 
substance, the distance of one mile 
for a consideration. 

"(t) If the allocation and appor­
tionment provisions of this article do 
not fairly represent the extent of the 
taxpayer's business activity in this 
state, the taxpayer may petiti<;>n fo_r, 
or the comptroller may reqwre, 1n 
respect to all or any part of the tax­
payer's business activity, if reason­
able: 

11 
( 1) separate accounting; 

"(2) the exclusion of any one or 
more of the factors; 

"(3) the inclusion of one or more 
additional factors which will fairly 
represent the taxpayer's business ac­
tivity in this state; or 

"(4) the employment of any other 
method to effectuate an equitable al­
location and apportionment of the 
taxpayer's income. 

"SUBCHAPTER D. RECORDS. 
RETURNS, AND NOTICES. 

"Article 34.131. NOTICE ON 
REGULATIONS REQUIRING REC­
ORDS, STATEMENTS, AND SPE­
CIAL RETURNS. (a) Every cor­
poration liable for any t.a.x imposed 
by this chapter shall keep such rec­
ords, render such statements, make 
such returns and notices, and com­
ply \vith such rules and regulations 
as the comptroller may from time to 
time prescribe. Whenever in the judg­
ment of the comptroller it is neces­
sary, he may require any corporation, 
by notice served upon such corpora­
tion or by regulations, to make avail­
able such records, as the comptroller 
deems sufficient to show whether or 
not such person is liable for tax un­
der this chapter. 

"(b) In the discretion of the comp­
troller, members of an affiliated group 
may be required or permitted to make 
a report on a combined basis setting 
forth such information as the comp­
troller may require; provided that 
such a combined report may not be 
required or permitted unless the 
operation of the affiliated group con­
stitutes a unitary business. For pur­
poses of this section, a 'unitary busi­
ness operation' means one in which 
the business operations conducted by 
the corporations in the affiliated 
group are interrelated or interdepend­
ent to the extent that the net income 
of one co111oration cannot reasonably 
be determined without reference to 
the operations conducted by the other 
corporations. 

"Article 34.132. RETURNS. (a) 
A return with respect to the tax im­
posed by this chapter shall be made 
by every corporation for any taxable 
year: 

"(1) for which such corporation is 
liable for the tax imposed by this 
chapter, or 

"(2) 'vhen a corporation is quali­
fied to do business in this state, re­
gardless of whether such corporation 
is liable for the tax imposed by this 
chapter. 

"(b) In a case where a receiver, 
trustee in bankkruptcy, or assignee, 
by order of a court of competent jur­
isdiction, by operation of law, or oth~ 
el\vise, has possession of or holds 
title to all or substantially all the 
property or business of a corporation, 
'vhether or not such property or busi­
ness is being operated, such receiver, 
trustee, or assignee shall make the 
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returns and notices required of such 
-corporation in the same manner and 
form as other corporations are re­
quired to make such returns and no­
tices. 

"Article 34.133. SIGNING OF RE­
TURNS AND NOTICES. A return 
or notice required of a corporation 
shall be signed by the president, vice­
president, treasurer, or any other of­
ficer duly authorized to do so. In the 
ease of a return or notice made for a 
corporation by a fiduciary pursuant 
to the provisions of Article 34.132 (b), 
such fiduciary shall sign such docu­
ment. The fact that an individual's 
name is signed to a return or notice 
shall be prin1a facie evidence that 
such individual is authorized to sign 
such document on behalf of the cor­
poration. 

"Article 34.134. VERIFICATION. 
Each return or notice required to be 
filed under this chapter shall contain 
or be verified by a 'vritten declara­
tion that it is made under the pen­
alties of perjury. 

"A11icle 34.135. TIME AND 
PLACE FOR FILING RETURNS 
AND PAYING TAX. (a) The re­
turn required by this chapter shall be 
filed on or before the date the tax­
payer's federal income tax return 
(without regard to extension) is due 
to be filed. A taxpayer required to 
make and file a return under this 
chapter shall, without assessment, no­
tice, or demand, pay any tax due 
thereon to the comptroller on or be­
fore the date fixed for filing such 
return ( detennined 'vithout regard 
to any extension of time for :filing 
the return). The filing of any re­
turn, declaration, statement, or other 
document required pursuant to this 
chapter and the payment of any tax, 
shall be made to the comptroller in 
.I\ ustin, Texas, by first-class mail. 

"(b) The calendar year of 1971 for 
the purposes of this chapter shall con­
sist of the period of October 1 to De­
ceinber 31. T-he return for 1971 shall 
be filed by or on April 1.5, 1972, as 
provided for in Section (a) of this 
article. 

"Article 34.136. EXTENSIOl\T OF 
TIME FOR FILING. When the tax­
payer has been granted an extension 
or extensions of time 'vithin "'hich to 
file his federal income tax return for 
any taxable year, the filing of a copy 
of such extension or extensions v.;th 
the comptroller shall automatica1ly ex­
tend the due date of the retu1·n •vith 

respect to the tax imposed by this 
chapter for an equivalent period if the 
requirements of Section (b) of this 
article are met. 

"(b) (A) In connection v.•ith any 
extension of the time for filing a re­
turn under this article, the taxpayer 
shall file a tentative tax return and 
pay on or before the date prescribed 
by la>v for the filing of such return 
(determined v.•ithout any extensions 
of time for such filing), the amount 
properly estimated as his tax for the 
taxable year. 

"(B) Interest on any an1ount of tax 
due and unpaid for the period of any 
extension shall be payable as pro­
vided in Article 34.173 of this title. 

"Article 34.137. REP 0 RT 0 F 
CHANGE IN FEDERAL TAXABLE 
INCOME. If the amount of a taxpay­
er's federal taxable income reported 
on his federal income tax return for 
any taxable year is changed or cor­
rected by the United States Internal 
Revenue Service or other competent 
authority, or as the result of a rene­
gotiation of a contract or subcontract 
with the United States, the taxpayer 
shall report such change or correction 
in federal taxable income 'v:ithin 90 
days after the final determination of 
such change, correction, or renegotia­
tion, or as other.vise required by the 
comptroller, and shall concede the ac­
curacy of such determi11ation or state 
wherein it is erroneous. Any taxpayer 
filing an amended ferleral income tax 
retu1·n shall also file '1...-ithin ninetv 
days thereafter an amended returii 
under this chapter and shall give such 
information as the comptroller may 
require. The comptroller may by rei­
uJation prescribe such exceptions to 
the requirements of this section as he 
dee1ns appropriate. 

"SUBCHAPTER E. 
DECLARATION AND PAYMENT 

OF ESTIMATED TAX. 
"Article 34.141. DECLARATION 

OF ESTIMATED TAX. (a) Jn gen­
eral. Every taxpayer shall make a 
declaration of estimated tax for the 
taxable year, in such form as the 
comptroller shall prescribe, if the 
amount payable as estimated tax can 
reasonably be expected to be more 
than ~500. 

"(b) Estimated tax defined. 1Esti­
mated tax' means the amount which 
the taxpayer estimates to be his tax 
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under this chapter for the taxable 
year. 

'
1 (c) Amended declaration. A tax­

payer may amend a declaration under 
regulations prescribed by the comp­
troller. 

"(d) Short taxable year. A taxpay­
er having a taxable year of less than 
12 months shall make a declaration 
under regulations prescribed by the 
comptroller. 

"Article 34.142. TIME FOR FIL­
ING DECLARATION. (a) In general. 
A declaration of estimated tax re­
quired of a taxpayer who files his re­
turn wider this chapter on the basis 
of the calendar year shall be filed on 
or before April 15 of such year1 ex­
cept that if the requirements of Arti­
cle 34.141 are first met: 

"(1) after _..\.pril 1 and before June 
2 of the taxable year, the declaration 
shall be filed on or before June 15; 

"(2) after June 1 and before Sep­
tember 2 of the taxable year, the 
declaration shall be filed on or before 
September 15; or 

"(3) after September 1 of the tax­
able year, the declaration shall be 
:filed on or before December 15 of the 
taxable year. 

"(b) Short taxable year. The appli­
cation of this article to a taxable year 
of less than 12 months shall be in 
accordance v.rith regulations prescribed 
by the comptroller. 

"(c) Fiscal years. In the applica­
tion of this article to a taxable year 
beginning on any date other than Jan­
uary 1, there shall be substituted, for 
the months specified in Section (a), 
the months v.·hich correspond thereto. 

"Article 34.143. PAYMENT OF 
ESTIMATED TAX. (a) In general. 
A taxpayer required to file a declara­
tion of estimated tax pursuant to Ar­
ticle 34.141 shall pay such estimated 
tax as follo,vs: 

"(1) If the declaration is filed on 
or before April 15 of the taxable 
year, the estimated tax shall be paid 
in four equal installments. The first 
installment shall be paid at the time 
of the filing of the declaration, the 
second and third on June 15 and Sep­
tember 15, respectively, of the ta.xable 
year, and the fourth on December 15 
of the taxable year. 

0 (2) If the declaration is filed after 
April 15 and not after June 15 of the 
taxable year, and is not required to 

be filed on or before April 15 of the 
taxable year, the estimated tax shall 
be paid in three equal installments. 
The first installment shall be µaid at 
the time of the filing of the declara­
tion, the second on September 15 of 
the taxable year, and the third on 
December 15 of the taxable year. 

11 (3) If the declaration is filed after 
June 15 and not after September 15 
of the taxable year, and is not re­
quired to be filed on or before June 
15 of the taxable year, the estimated 
tax shall be paid in two equal install­
ments. The first installment shaH be 
paid at the time of the filing of the 
declaration, and the second on De­
cember 15 of the taxable year. 

"( 4) If the declaration is filed after 
September 15 of the taxable year and 
is not required to be filed on or before 
September 15 of the taxable year, the 
estimated tax shall be paid in full at 
the time of the filing of the declara­
tion. 

"(5) If the declaration is filed after 
the time prescribed in Article 34.142 
(including cases in ""·hich an exten· 
sion of time for filing the declaration 
has been granted), subdivisions (1), 
(2), and (3) of this section shall not 
apply, and there shall be paid at the 
time of such filing all installments of 
estimated tax '\•hich ""·ould have been 
payable on or before such time if the 
declaration had been filed \vithin the 
time prescribed in Article 34.142, and 
the remaining installments shall be 
paid at the time at \vhich, and in the 
a1nounts in v.·hich they \vould have 
been payable if the declaration had 
been so filed. 

u(b) Payments pursuant to amend­
ed declarations. If an amendment of 
a declaration is filed, the remaining 
installments, if any, shall be ratably 
increased or decreased, as the caS€ 
may be, to reflect the increase or de­
crease in the estimated tax by reason 
of such amendment. 

"(c) Application to short taxable 
years. The applications of this sec­
tion to taxable years of less than 12 
months shall be in accordance with 
regulations prescribed by the comp­
troller. 

"(d) Fiscal years. In the applica­
tion of this article to the case of a 
taxable year beginning on any dat.e 
other than January 1, there shall be 
substituted, for the months specified 
in Section (a), the months which cor-
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respond thereto as determined by the 
comptroller. 

"(e) Installments paid in advance. 
Any installn1ent of estimated tax may 
be paid before the date prescribed-for 
its payment. 

"Article ~4.144. FAILURE TO 
PAY ESTIMATED TAX. (a) In gen­
eral. In case of any underpayment of 
estimated tax by a taxpayer, except 
as provided in Section (d) of this 
article, the taxpayer shall be liable 
to a penalty in an amount determined 
at the rate of one percent per month, 
or part thereof, on the amount of the 
underpayment (determined under Sec­
tion (b)) for the period of the un­
derpayment (determined under Sec­
tion (c)). 

"{b) Aniount of underpayment. For 
purposes of Section (a) of this ar­
ticle, the amount of the underpay­
ment shall be the excess of: 

"(1) the amount of the installment 
which \Vould be required to be paid 
if the estimated tax were equal to 80 
percent of the tax shown on the re­
turn for the taxable year or, if no 
return 'vas filed, 80 percent of the 
tax for such year, over, 

"(2) the amount, if any, of the in­
stallment paid on or before the last 
date prescribed for payment. 

"(c) Period of underpayment. The 
period of underpayment shall run 
from the date the installment was re­
quired to be paid to \Vhichever of the 
follo,ving dates is the earlier: 

" ( 1) the 15th day of the fourth 
month follo\ving the close of the tax­
able year; or 

1'(2) with respect to any portion of 
the underpayment, the date on which 
such portion is paid. For purposes of 
this subdivision, a payment of esti­
mated tax on any installment date 
shall be considered a payment of any 
previous underpayment only to the 
extent such payment exceeds the 
amount of the installment determined 
under Section (b)(l) of this article 
for such installment date. 

"(d) Exception. Notwithstanding 
the provisions of the preceding sec­
tions, the penalty for underpayment 
of any installment shall not be im­
posed if the total amount of all pay­
ments of estimated tax made on or 
before the last date prescribed for the 
payment of such installment equals 
or exceeds the amount which 'vould 

have been required to be paid on or 
before such da~ if the estimated tax 
were \Vhichever of the following is 
the lesser: 

u(l) an amount equal to the tax 
computed at the rates applicable to 
the taxab]e year but other.vise on the 
basis of the facts sho\vn on the return 
of the corporation for, and the law 
applicable to, the preceding taxable 
year. 

"(2) (A) An amount equal to 80 
percent of the tax for the taxable 
year computed by placing on an an­
nualized basis the net income: 

11 (i) For the first three months of 
the taxable year, in the case of an 
installment required to be paid in 
the first four months; 

11 (ii) For the first three months or 
for the first five months of the tax­
able year, in the case of an install­
ment required to be paid in the sixth 
month; 

"(iii) For the first six months or 
for the first eight months of the tax­
able year, in the case of an install­
ment required to be paid in the ninth 
month; and 

u (iv) For the first nine months or 
for the first 11 months of the tax­
able year, in the case of an install­
ment required to be paid in the 12th 
month of the taxable year. 

"(B) For the purposes of this sub­
division, the net income shall be placed 
on an annualized basis by: 

(i) Multiplying by 12 the net in­
come referred to in subparagraph 
(A); and 

"(ii) Dividing the resulting amount 
by the number of months in the tax­
able year (3, 5, 6, 8, 9, or 11, as the 
case may be) referred to in subpara­
graph (A). 

(e) Short taxable year. The ap­
plication of this article to taxable 
years of less than 12 months, or to a 
corporation \vhich has not incurred 
tax liability under this chapter in a 
prior taxable year, shall be in ac~ 
cordance with regulations prescribed 
by the comptroller. 

"Article 34.145. DECLARATION 
AS RETURN. The provisions of ar­
ticles relating to returns and notices 
shall be applicable (except where 
manifestly inconsistent herewith) 
with respect to declarations of esti~ 
mated tax required to be filed under 
this subchapter. 
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"SUBCHAPTER F. ACCOUNTING 
PERIODS AND METHODS 

OF ACCOUNTING 
"Article 34.151. PERIOD FOR 

COMPUTATION OF TAXABLE IN­
COME. (a) General. For purposes of 
the ta."< imposed by this chapter, a 
taxpayer's taxable year shall be the 
same as his taxable year for federal 
income tax purposes. 

'' (b) Change of taxable year. If a 
taxpayer's taxable year is changed for 
federal income tax purposes, his tax­
able year for purposes of the tax im­
posed by this chapter shall be simi­
larly changed. If a change in taxable 
year results in a taxable period of 
less than 12 months, taxable income 
may be prorated under regulations 
prescribed by the comptroller. 

u (c) Termination of taxable year 
for jeopardy. Not\vithstanding the 
provisions of Sections (a) and (b) 
of this article, if the comptroller ter­
minates the taxpayer's taxable year 
relating to tax in jeopardy, the tax 
shall be computed for the period de­
termined by such action. 

"Article 34.152. METHODS OF 
ACCOUNTING. (a) Same as federal. 
For purposes of the tax imposed by 
this chapter a taxpayer's method of 
accounting shall be the same as his 
method of accounting for federal in­
come tax purposes. If no method of 
accounting has been regularly used 
by the taxpayer, taxable income for 
purposes of this chapter shall be com­
puted under such method that in the 
opinion of the comptroller fairly re­
flects income. 

"(b) Change of accounting methods. 
If a taxpayer's method of accounting 
is changed for federal income tax pur­
poses, his method of accounting for 
purposes of this chapter shaJl simi­
larly be changed. 

"Article 34.153. ADJUSTMENTS. 
In computing a taxpayer's taxable 
income for any taxable year under a 
method of accounting different from 
the method under \Vhich the taxpay­
er's taxable income for the previous 
year was computed, there shall be 
L"lken into account those adjustments 
\\-

0 hich are determined, under regula­
tions prescribed by the comptroller, 
to be necessary solely by reason of the 
change in order to prevent amounts 
from being duplicated or omitted. 

"Article 34.154. LIMITATION ON 
ADDITIONAL TAX. (a) Change 
other than to installment method. If 

a taxpayer's method of accounting 
is changed, other than from an ac­
crual to an insta11ment method, any 
additional tax which results from ad­
justments determined to be necessary 
solely by reason of the change shall 
not be greater than if such adjust­
ment were rat.ably allocated and in­
cluded for the taxable year of the 
change and the preceding taxable 
yen.rs, not in excess of tv.·o, during 
\\

0 hich the taxpayer used the method 
of accounting from which the change 
is made. 

'' (b) Change from accrual to in­
stallment method. If a taxpaye1·'s 
method of accounting is changed from 
an accrual to an installment method, 
any additional tax for the year of 
such change of method and for any 
subsequent year which is att1·ibutable 
to the receipt of installment payments 
properly accrued in a prior year, shall 
be reduced by the portion of tax for 
any prior taxable year attributahle 
to the accrual of such installment 
payments, under regulations pre· 
scribed by the comptroller. 
"SUBCHAPTER G. PROCEDURE 

AND ADMINISTRATION 
"Article 34.161. EXAMINATION 

OF RE'fURN. (a) Deficiency or over­
payment. As soon as practical after 
the return is filed, the comptroller 
shall examine it to determine the cor­
rect amount of tax. If the comptroller 
finds that the tax paid is less than 
the correct amount, he shall notify 
the taxpayer of the amount of the de­
ficiency proposed to be assessed. If 
the comptroller finds that the tax 
paid is more than the correct amount, 
he shall credit the overpayment 
against any taxes due under this 
chapter by the taxpayer and refund 
the difference. 

"(h) No return filed. If the tax­
payer fails to file a return, the comp­
troller shall estimate the taxpayer's 
taxable income and the ta."< thereon 
from any available information and 
notify the taxpayer of the amount 
assessed. 

"(c) Notice of deficiency. A notice 
of deficiency shall set forth the rea­
son for the proposed assessment. The 
notice may be mailed to the taxpayer 
at his last known address. 

"Article :J4.162. ASSESSMENT 
FIN AL IF NO PROTEST. Thirty 
days after the date on \vhich it \Vas 
mailed, the notice of proposed assess­
ment of a deficiency shall constitute 
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a final assessment of the amoWlt of 
tax specified together with interest, 
additions to tax and penalties except 
only for such amounts as to \Vhich the 
taxpayer has filed a protest with the 
comptroller. 

"Article 34.16:3. PROTEST BY 
TAXPAYER. Within 30 days after 
the mailing of a deficiency notice, the 
taxpayer may file with the comp­
troller written protest against the 
proposed assessn1ent in \vhich he shall 
set forth the grounds on which the 
protest is based. If a protest is filed, 
the comptroller sha11 reconsider the 
assessment of the deficiency and, if 
the ta..'Cpayer has so requested, shall 
grant the taxpayer or his authorized 
representatives an oral hearing. 

"Article 34.164. NOTICE OF DE­
TERMINATION AFTER PROTEST. 
Notice of the comptroller's determi­
nation shall be mailed to the taxpayer 
and such notice shall set forth briefl:y 
the comptroller's findings of fact and 
the basis of decision in each case de­
cided in whole or in part adversely to 
the taxpayer. 

"Article 34.165. ACTION OF 
COMPTROLLER. The action of the 
comptroller on the taxpayer's protest 
is final UPon the expiration of 90 
days from the date when he mails 
notice of his action to the taxpayer 
unless \vithin this period the tax­
payer seeks judicial review of the 
comptroller's determination. 

"Article ;J4.l66. BURDEN OF 
PROOF IN PROCEEDINGS BE­
FORE THE COMPTROLLER. In 
any proceeding before the comptroller 
under this subchapter the burden of 
proof shall be on the taxpayer except 
for the follo\ving issues, as to which 
the burden of proof shall be on the 
comptroller: 

" ( .l) \\•hether the t..-ixpayer has been 
guilty of fraud with attempt to evade 
tax; 

"(2) \vhether the petitioner is li­
able as the transferee of property of 
a taxpayer, but not to show that the 
taxpayer '\.Vas liable for the tax; and 

" ( 3) \vhether the taxpa.yer is liable 
for any increase in a deficiency v»herc 
such increase is asserted initially aft­
er the notice of deficiency was mailed 
and a protest under Article 34.163 of 
this title \\'as filed, unless such in­
crease in deficiency is the result of a 
change or correction of federal tax­
able income required to be reported 
under Article 34.137 of this title, and 

------
of which change or correction the 
comptroller had no notice at the time 
he mailed the notice of deficiency. 

"Article 34.167. EVIDENCE OF 
RELATED FEDERAL DETERMIN­
ATION. Evidence of a federal deter­
mination relating to issues raised in 
a proceeding under Article 34.163 
shall be admissible, under rules es­
tablished by the comptroller. 

"Article 34.1G8. MATHEMATICAL 
ERROR. In the event that the amount 
of tax is understated on the taxpay­
er's return due to a mathematical 
error, the comptroller shall notify the 
taxpayer that an amount of tax in 
excess of that shown on the return 
is due and has been assessed. Such a 
notice of additional tax due shall not 
be considered a notice of a deficiency 
assessment nor shall the taxpayer 
have any right of protest or appeal 
as in the case of a deficiency assess­
ment based on such notice, and the 
assessment and collection of the 
amount of tax erroneously omitted 
in the return is not prohibited by any 
provision of this chapter. 

"A1iicle 34.169. WAIVER OF RE­
STRICTION. The taxpayer at any 
time, whether or not a notice of de­
ficiency has been issued, shall have 
the right to waive the restrictions on 
assessment and collection of the whole 
or any part of the deficiency by a 
signed notice in writing filed with the 
comptroller. 

"Article 34.170. ASSESSMENT OF 
TAX. (a) Date of assessment. The 
amount of tax which is shown to be 
due on the return, including revisions 
for mathematical errors, shall be 
deemed to be assessed on the date 
of filing of the return including any 
amended returns showing an increase 
of tax. In the case of a return prop­
erly filed without the computation 
of the tax, the tax computed by the 
comptroller shall be deemed to be a;;­
sessed on the date when payment is 
due. If a notice of deficiency has been 
mailed, the amount of the deficiency 
shall be deemed to be assessed on the 
date provided in Article 34.162 if no 
protest is filed; or if a protest is filed 
then upon the date when the detenni­
nation of the comptroller become.s 
final. If an amended return or report 
filed pursuant to Article 34.137 con­
cedes the accuracy of a federal change 
or correction, any deficiency in tax 
under this chapter resulting there-
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from shall be deemed to be assessed 
on the date of filing such report or 
amended return and such assessment 
shall be timely notwithstanding any 
other provisions of this chapter. Any 
amount paid as a tax or in respect 
of a tax, other than amounts paid as 
estimated inco1ne tax, shall be deemed 
to be assessed on the date of receipt 
of payment, notwithstanding any other 
provision of this chapter. 

"(b) Other assessment powers. If 
the mode or time of the assessment of 
any tax under this chapter, including 
interest, additions to tax, and pen­
alties is not other.vise provided for, 
the comptroller may establish the 
same by regulation. 

''(c) Supplemental assessment. The 
comptroller may, at any time within 
the period prescribed for assessment, 
make supplemental assessment, sub­
ject to the provision of Article 34.161 
where applicable, \\•henever it is found 
that any assessment is imperfect or 
incomplete in any material aspect. 

"(d) Cross reference. For assess­
ment in case of jeopardy, see Article 
34.211, of this title. 

"Article 34.171. LIMITATIONS ON 
ASSESSMENT. (a) General. Except 
as otherwise provided in this chapter, 
a notice of a proposed deficiency as­
sessment shall be mailed to the tax­
payer within three yea1·s after the 
return was filed. No deficiency shall 
be assessed or collected with respect 
to the year for which the return was 
filed unless the notice is mailed with­
in the three-year period or the period 
otherwise fixed. 

"(b) Omission of more than 25 
percent of income. If the taxpayer 
omits from gross income an amount 
properly includable therein \vhich is 
in excess of 25 percent of the amount 
of gross income stated in the return, 
a. notice of a proposed deficiency as­
sessment may be mailed to the tax­
payer within six years after the re­
turn was filed. For purposes of this 
section, there shall not be taken into 
account any amount which is omitted 
in the return if such an amount is 
disclosed in the return, or in a state­
ment attached to the return, in a 
manner adequate to apprise the comp­
troller of the nature and amount of 
such item. 

"(c) No return filed or fraudulent 
return. If no return is filed or a false 
and fraudulent return is filed with 

intent to evade the tax imposed by 
this chapter, a notice of deficiency 
may be mailed to the taxpayer at 
any time. 

jj(d) Failure to report federal 
change. If a taxpayer fails to comply 
with the requirement of Article 34.137 
by not reporting a change or correc­
tion increasing his federal taxable 
income, or in not reI?orting a change 
or correction which 1s treated in the 
same manner as if it were a deficien­
cy for federal income tax purposes,_ 
or in not filing an amended return, 
a notice of deficiency may be mailed 
to the taxpayer at any time. 

u ( e) Report of federal change or 
correction. If the taxpayer shall pur­
suant to Article 34.137 report a 
change or correction or file an amend­
ed return increasing his federal tax­
able income or report a change or 
correction which is treated in the 
same manner as if it were a defi­
ciency for federal income tax pur­
poses, the assessment, if not deemed 
to have been made on the filing of the 
report of amended return, may be 
made at any time within two years 
after such report or amended return 
was filed. 

0 (f) Extension by agreement. 
Vlhere, before the expiration of the 
time prescribed in this article for the 
assessment of a deficiency, both the 
comptroller and the taxpayer have 
consented in writing to its assessment 
after such time, the deficiency may 
be assessed at any time prior to the 
expiration of period agreed on. The 
period so agreed may be extended by 
subsequent agreement in writing made 
before the expiration of the period 
previously agreed on. A similar agree­
ment between the taxpayer and the 
Internal Revenue Service shall have 
the same effect as an agreement be­
tween the comptroller and the tax­
payer when, in the discretion of the 
comptroller, that agreement affects 
the taxpayer's liability to this state. 

"(g) Time return deemed filed. 
For purposes of this article a return 
filed before the last day prescribed 
by law or by regulation promulgated 
pursuant to law for the filing thereof, 
shall be deemed to be filed on such 
last day. 

"A1·ticle 34.172. RECOVEHY OF 
ERRONEOUS REFUND. An erron­
eous refund shall be considered an 
underpayment of tax on the date 
made, and an assessment of a defi­
ciency arising out of an erroneous 
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refund may be made at any time 
\.Vithin t\vo years from the making of 
the refund, except that the assess­
ment may be made within five years 
from the making of the refund if it 
appears that any part of the refund 
was induced by fraud or the mis­
representation of a material fact. 

"A1-ticle 34.173. INTEREST ON 
UNDERPAYMENTS. (a) General. 
If any amount of tax imposed by this 
chapter is not paid on or before the 
last date prescribed for payment, in­
terest on such amount at the rate of 
one-half percent per month shall be 
paid for the period from such last 
date to date paid. No interest shall 
be imposed if the amount due is less 
than $1 nor shall this article apply 
to any underpayment of estimated tax 
under Article 34.144. 

"(b) Last date prescribed for pay­
ment. For purposes of this article, 
the last date prescribed for the pay­
ment of tax shall be determined with­
out regard to any extension of time. 

"(c) Suspension of waiver of re­
strictions. If the taxpayer has filed a 
waiver of restrictions on the assess­
ment of a deficiency and if notice 
and demand by the comptroller for 
payment of such deficiency is not 
made within 30 days after the filing 
of such waiver, interest shall not be 
imposed on such deficiency for the 
period beginning immediately after 
such 30th day and ending with the 
date of notice and demand. 

"(d) Interest treated as tax. In­
terest prescribed under this article on 
any tax shall be paid on notice and 
demand and shall be assessed, collect­
ed and paid in the same manner as 
taxes. 

1'(e) Interest on penalties, or addi­
tions to tax. Interest shall be imposed 
under this article in respect to any 
penalty, or addition to tax only if 
such penalty or addition to tax is 
not paid within 10 days of the no­
tice and demand therefor, and in such 
case interest shall be imposed only 
for the period from the date of the 
notice and demand to the date of pay­
ment. 

1
' (f) Payments made within 10 days 

after notice and demand. If notice 
and demand is n1ade for the payment 
of any amount due under this chap­
ter and if such amount is paid with­
in 10 days after the date of such no­
tice and demand, interest under this 
article on the amount so paid shall 

not be imposed for the perjod after 
the date of such notice and demand. 

"(g) Satisfaction by credits. If 
any portion of a tax is satisfied by 
credit of an overpayment, then no in­
terest shall be imposed under this 
article on the portion of the tax so 
satisfied for any period during which 
if the credit had not been made, in­
terest would have been allowable with 
respect to such overpayment. 

"(h) Interest on erroneous refund. 
Any portion of the tax imposed by 
this chapter or any interest, penalty 
or addition to tax which has been 
erroneously refunded and which is re­
coverable by the comptroller shall 
bear interest at the rate of six per­
cent per annum from the date of pay­
ment of the refund. 

"(i) Limitation on assessment and 
collection. Interest prescribed under 
this article may be assessed and col­
lected at any time during the period 
\vithin 'vhich the tax, penalty, or ad­
dition to tax to which such interest 
relates may be assessed and collected 
respectively. 

"Article 34.174. FAILURE TO 
FILE TAX RETURNS. In case of 
failure to file any return required 
under this chapter on the date pre­
scribed therefor, determined with re­
gard to any extension of time for fil­
ing, unless it is shown that such 
failure is due to reasonable cause and 
not due to willful neglect, there shall 
be added to the amount required to 
be shown as tax on such retu1n five 
percent of the amount of such tax if 
the failure is not for more than one 
month, with an additional five percent 
for each additional month or frac­
tion thereof during -..vhich such failure 
continues, not exceeding 25 J?ercent 
in the aggregate, or $10 whichever 
amount is greater. For purposes of 
this article, the amount of tax re­
quired to be sho-..vn on the return shall 
be reduced by the amount of any part 
of the tax which is paid on or before 
the date prescribed for payment of 
the tax and by the amount of any 
credit against the tax which may be 
claimed upon the return. 

"Article 34.175. FAILUR}; TO 
PAY TAX. (a) Deficiency due to neg­
ligence. If any part of a deficiency is 
due to negligence or intentional dis· 
regard of rules and regulations, but 
without intent to defraud, there shall 
be added to the tax an amount equal 
to five percent of the deficiency. 
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"(b) Fraud. If any part of a de­
ficiency is due to fraud, there shall be 
added to the tax an amount equal to 
50 percent of the deficiency. This 
amount shall be in lieu of any amount 
determined under Section (a) of this 
article. 

"(c) Additional penalty. Any tax­
payer \Vho with fraudulent intent 
shall fail to pay any tax, or to make1 

render, sign, or certify any return 
or declaration of estimated tax, or to 
supply any information within the 
time required by or under this part, 
shall be liable to a penalty of not 
more than $1,000 in addition to any 
other amounts required under this 
chapter, to be imposed, assessed, and 
collected by the comptroller. 

"(d) Additions treated as tax. The 
additions to tax and penalties provid­
ed by this chapter shall be paid on 
notice and demand and shall be as­
sessed, collected, and paid in the same 
manner as taxes and any reference 
in this chapter to the tax imposed by 
this chapter shall be deemed also to 
refer to additions to the tax, and pen­
alties provided by this article. For 
purposes of the deficiency procedures 
provided in this subchapter, this sec­
tion shall not apply to: 

"(1) any addition to tax under Ar­
ticle 34.173 except as to that portion 
attributable to a deficiency; and 

"(2) any additional penalty under 
Section ( c) of this article. 

" ( e) Determination of deficiency. 
For purposes of Sections (a) and (b) 
of this article related to deficiencies 
due to negligence or fraud, the amount 
shown as the tax by the taxpayer on 
his return shall be taken into ac­
count in determining the amount of 
the deficiency only if such return 
\vere filed on or before the last day 
prescribed for the filing of such re­
turn, determined v,.ith regard to any 
extension of time for such filing. 

"(f) Taxpayer defined. For pur­
poses of Section (c) 'taxpayer' in­
cludes a corporation or an officer or 
employee of any corporation, includ­
ing a dissolved corporation, who as 
such officer, employee, or member is 
under a duty to perform the act in 
respect of which the violation occurs. 

"Article 34.176. AUTHORITY TO 
MAKE CREDITS OR REFUNDS. 
(a) General rule. The comptroller 
within the applicable period of limi­
tations may credit an overpayment 
of tax against any liability in re-

spect of any tax imposed under this 
chapter on the taxpayer who made the 
overpayment, and the balance shall be 
refunded by the comptroller. 

"(b) Credits against estimated tax. 
The comptroller may prescribe regu­
lations providing for the crediting 
against the estimated tax for any tax­
able year of the amount determined 
to be an overpayment of the tax for 
a preceding taxable year. 

"(c) Assessment and collection aft­
er limitation period. If any amount 
of tax is assessed or collected aft.er 
the expiration of the period of limi­
tations, properly applicable thereto 
such amount shall be considered an 
overpayment. 

"Article 34.177. ABATEMENTS. 
(a) General rule. The comptroller is 
authorized to abate the unpaid por­
tion of the assessment of any tax or 
any liability in respect thereof, which: 

" ( 1) is excessive in amount, 
"(2) is assessed after the expira­

tion of the period of limitations prop­
erly applicable thereto, or 

" ( 3) is erroneously or illegally as­
sessed. 

"(b) No claim by taxpayer. No 
claim for abat.ement may be filed by 
a taxpayer in respect of an assess­
ment of any tax imposed under this 
chapter. 

"(c) Small tax balances. The comp­
troller is authorized to abate the un­
paid portion of the assessment of 
any tax, or any liability in respect 
thereof, if he determines under uni­
form rules prescribed by him that the 
administration and collection costs in­
volved \vould not warrant collection 
of the amount due. 

"Article 34.178. LIMITATIONS 
ON CREDIT OR REFUND. (a) Gen­
eral. A claim for credit or refund 
of an overpayment of any_ tax im­
posed by this chapter shall be filed 
by the taxpayer within three years 
from the time the return was filed or 
two years from the time the tax was 
paid whichever of such periods ex­
pires the later; or if no return was 
filed by the taxpayer, within two 
years from the time the tax was paid. 
No credit or refund shall be allowed 
or made after the expiration of the 
period of limitation prescribed in this 
subsection for the tiling of a claim 
for credit or refund, unless a claim 
for credit or refund is filed by the 
taxpayer \Vithin such period. 
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11 (b) Limit on amount of claim or 
refund. If the claim is filed bv the 
taxpayer during the three-yeai.- pe­
riod prescribed in Section (a) , the 
amount of the credit or refund shall 
not exceed the portion of the tax paid 
within the three years immediately 
preceding the filing of the claim plus 
the period of any extension of time 
for filing the return. If the claim 
is not filed within such three-year 
period, but is filed within the t'vo-year 
period, the amount of the credit or 
refund shall not exceed the portion 
of the tax paid during the two years 
immediately /receding the filing of 
the claim. I no claim is filed, the 
credit or refund shall not exceed the 
amount which would be allowable un­
der either of the preceding sentences, 
as the case may be, if a claim was 
filed on the date the credit or refund 
is allowed. 

ed return required by Article 34.137 
is not filed within the 90-day period 
therein specified, jnterest on any re­
sulting refund or credit shall cease 
to accrue after such 90th day. The 
amount of such credit or refund shall 
not exceed the amount of the reduc­
tion in tax attributable to such fed­
eral change, correction, or items 
amended on the taxpayer's amended 
federal income tax return. This sec­
tion shall not affect the time within 
\'Vhich or the amount for which a 
claim for credit or refund may be 
filed apart from this section. 

"(e) Special rules. The follo\ving 
rules shall apply: 

" ( 1) If the claim for credit or re­
fund relates to an overpayment of 
tax on account of the deductibility 
by the taxpayer of a debt as a debt 
which became worthless or a loss 
from V.'orthlessness of a security or 
the effect that the deductibility of a 
debt or of a loss has on the application 
to the taxpayer of a carryover, the 
claim may be made, under regulations 
prescribed by the comptroller, within 
seven years from the date prescribed 
by law for filing the return for the 
year with respect to which the claim 
is made. 

"(2) If the claim for credit or re­
fund relates to an overpayment at­
tributable to a net operating loss 
carry-back, the claim may be made, 
under regulations prescribed by the 
comptroller, within the period which 
ends with the expiration of the 15th 
day of the 40th month follov.·ing the 
end of the taxable year of the net 
operating loss which resulted in such 
carry-back or the period prescribed 
in Section (e) in respect of such tax­
able year, whichever expires later. 

" ( c) Extension of time by agree­
ment. If an agreement for an exten­
sion of the period for assessment of 
taxes is made \vithin the period pre­
scribed in Section (a) for the filing 
of a claim for credit or refund, the 
period for filing claim for credit or 
for making credit or refund if no 
claim is filed, shall not expire prior 
to six months after the expiration of 
the period within which an assess­
ment may be made pursuant to the 
agreement or any extension thereof. 
The amount of such credit or refund 
shall not exceed the portion of the 
tax paid after the execution of the 
agreement and before the filing of the 
claim or the making of the credit or 
refund, as the case may be, plus the 
portion of the tax paid ·within the 
period which would be applicable un­
der Section (a) if a claiin had been 
filed on the date the agreement was 
executed. 

'
1 (d) Notice of change or correct­

tion of federal income. If a taxpayer 
is required by Article 34.137 to re­
port a change or correction in federal 
taxable income reported on his federal 
income tax return, or to report a 
change or correction \Vhich is treated 
in the same manner as if it were an 
overpayment for federal income tax 
purposes, or to file an amended re­
turn with the comptroller, claim for 
credit or refund of any resulting over­
payment of the tax shall be filed by 
the taxpayer within two years from 
the time the notice of such change 
or correction or such amended re­
turn \\•as required to be filed 'vith the 
comptroller. If the report or amend-

"Article 34.179. INTEREST ON 
OVERPAYMENT. (a) General. Un­
der regulations prescribed by the 
comptroller, interest shall be allowed 
and paid at the rate of one-half per­
cent per month upon any overpay­
ment in respect of the tax imposed by 
this chapter. No interest shall be al­
lowed or paid if the amount thereof 
is less than $1. 

"(b) Date of return or payment. 
For purposes of this article: 

"(1) any return filed before the 
time required shall be considered as 
filed on the last day, determined with­
out regard to any extension of time 
granted the taxpayer; and 

"(2) any tax paid by the taxpayer 
before the last day prescribed for its 
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payment and any amount paid by the 
taxpayer as estimated tax for a tax­
able year shall be deemed to have been 
paid by him on the last day pre­
scribed for the paying thereof. 

"(c) Refund within three months. 
If any overpayment of tax imposed 
by this chapter is refunded within 
three months after the last date pre­
scribed, or permitted by extension 
of time, for filing the return of such 
tax or within three months after the 
return was filed, whichever is later, 
no interest shall be allowed under 
this article on overpayment. 

"Article 34.180. REFUND CLA1"i. 
Every claim for refund shall be filed 
with the comptroller in writing and 
shall state the specific grounds upon 
which it is founded. The comptroller 
may grant the taxpayer or his au­
thorized representatives an opportun­
ity for an oral hearing if the taxpay­
er so requests. 

"Article 34.181. NOTICE OF DE­
NIAL. If the comptroller disallows 
a claim for refund, he shall notify 
the taxpayer accordingly. The action 
of the comptroller denying a claim 
for refund is final on the expiration 
of 90 days from the date when he 
mails notice of his action to the tax­
payer, unless within this period the 
taxpayer seeks judicial review of the 
comptroller determination. 

"Article 34.182. REFUND CLAIM 
DEEMED DISALLOWED. If the 
oomptroller fails to mail a notice of 
action on any refund claim within six 
months after the claim is filed, the 
taxpayer may, prior to notice of ac­
tion on the refund claim, consider the 
claim disallowed. 

"SUBCHAPTER H. JUDICIAL 
REVIEW 

''Article 34.191. APPEAL. A tax­
payer may appeal a determination of 
the comptroller concerning a notice 
of deficiency, an assessment of penal­
ty or interest, or a claim for refund, 
to the district court of Travis Coun­
ty. The appellant shall, when such 
appeal is taken, file an affidavit stat­
ing his reasons of appeal and serve 
a copy thereof on the comptroller and 
in the hearing of the appeal shall be 
confined to the reasons of ap~al set 
forth in such affidavit. Jurisdiction is 
granted to the district court to hear 
and determine such appeals and to 
enter such orders and decrees as the 
nature of the case may require. An 
appeal may be taken as in other ac­
tions. Decisions shall be certified 
forthwith to the comptroller. 

"Article 34.192. JUDICIAL RE­
VIEW. EXCLUSIVE REMEDY IN 
DEFICIENCY PROCEEDINGS. The 
review of a determination of the 
comptroller provided by Article 34.191 
shall be the exclusive remedy avail­
able to any taxpayer for the judicial 
review of the action of the comp­
troller in respect to the assessment of 
a proposed deficiency. No injunction 
or other legal or equitable process 
shall issue in any suit, action or pro­
ceeding in any court against this 
state or against any office of this 
state to prevent or enjoin the assess­
ment or colleetion of any tax imposed 
under this chapter. 

"Article 34.193. ASSESSMENT 
PENDING REVIEW: REVIEW 
BOND. The comptroller may assess a 
deficiency after the expiration of the 
period specified in Article 34.165 not­
withstanding that an application for 
judicial review in respect of such de­
ficiency has been made by the taxpay­
er, unless the ta.iq>ayer at or before 
the time his application for review 
is made, has paid the deficiency, or 
has deposited with the comptroller the 
amount of the deficiency or has filed 
'vith the comptroller a bond, in the 
amount of the deficiency being con­
tested including interest and other 
amounts as well as all costs and 
charges which may accrue against 
him in the ;>rosecution of the pro­
ceeding and ISsued by a person auth­
orized under the laws of this state to 
act as surety, conditioned on the pay­
ment of the deficiency including in­
terest and other amounts as finally 
determined and such costs and 
charges. 

"Article 34.194. PROCEEDINGS 
AFTER REVIEW. (a) Credit refund 
or abat.ement. If the amount of a de­
ficiency determined by the comptroller 
is disallowed in whole or in part by 
the court of review, the amount so 
disallowed shall be credited or re­
funded to the taxpayer with out the 
making of a claim therefor, or! if 
payment has not been made, shal be 
abated. 

"(b) Assessment final. An assess­
ment of proposed deficiency by the 
comptroller shall become final on the 
expiration of the period specified in 
Article 34.162 for filing a written 
protest against the proposed assess­
ment if no such prot.est against the 
proposed assessment has been filed 
'vithin the time provided; or if the 
protest provided in Article 34.163 has 
been filed after the expiration of time 
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:provided for filing an application for 
Judicial review, or on the final judg­
ment of the reviewing court or on 
the rendering by the comptroller of a 
decision pursuant to the mandate of 
the reviewing court. Notwithstanding 
the foregoin$', for the purpose of mak­
ing an application for the review of 
a determination of the comptroller, 
the determination shall be deemed fin­
al on the date the notice of decision 
is mailed to the taxpayer as provided 
in Article 34.164. 

"Article :J4.195. NO SUIT PRIOR 
TO FILING CLAIM. No suit shall be 
maintained for the recovery of any 
tax imposed by this chapter alleged 
to have been erroneously paid until a 
claim for refund has been filed with 
the comptroller as provided in Article 
34.180 and the comptroller has denied 
the refund or has failed to mail a 
notice of action on the claim within 
six months after the claim was filed. 

"Article 34.196. LIMITATION OF 
SUIT FOR REFUND. The action au­
thorized in Article 34.191 shall be 
filed within three years from the last 
date prescribed for filing the return 
or within one year from the date the 
tax was paid, or within 90 days aftex 
the denial of a claim for refund by 
the comptroller or within 90 days aft­
er the refund claim has been deemed 
to be disallowed because of the failure 
of the comptroller to mail a notice 
of action within six months after the 
claim was filed whichever period ex­
pires the later. 

"Article 34.197. JUDGMENT FOR 
TAXPAYER. In any action for a re­
fund, the court may render judgment 
for the taxpayer for any part of the 
tax, interest, penalties, or other 
amounts found to be erroneously paid, 
together with interest on the amount 
of the overpayment. The amount of 
any judgment against the comptroller 
shall first be credited against any tax­
es, interest, penalties, or other 
amounts due from the taxpayer under 
the tax laws of this state and the re­
mainder refunded. 
"SUBCHAP'.l'ER I. MISCELLANE­

OUS ENFORCEMENT 
PROVISIONS 

"Article 34.201. TIMELY MAIL­
ING. If any claim, statement, notice, 
petition, or other document including, 
to the extent authorized by the comp­
troller a return or declaration of esti­
mated tax, required to be filed within 
a prescribed period or on or before 
a prescribed date under the authority 

of any provision of this chapter is, 
after such period of such date, deliv­
ered by United States mail to the 
comptroller, or the officer or person 
therein with which or with whom such 
document is required to be filed, the 
date of the United States postmark 
stamped on the envelope shall be 
deemed to be the date of delivery. 
This article shall apply only if the 
postmark date falls 'vithin the pre­
scribed period or on or before the pre­
scribed date for the filing of such 
document, determined with regard to 
any extension granted for such fil­
ing, and only if such document was 
deposited in the mail, postage pre­
paid, properly addressed to the comp­
troller, office, officer, or person therein 
'vith which or with whom the docu­
ment is required to be filed. If any 
document is sent by United States reg­
istered mail, such registration shall 
be prima facie evidence that such 
document was delivered to the comp­
troller or the office, officer, or person 
to which or to whom it is addressed. 
To the extent that the comptroller 
shall prescribe by regulation, certified 
mail may be used in lieu of regis­
tered mail under this article. This 
article shall apply in the case of post. 
marks not made by the United States 
Post Office only if and to the extent 
provided by regulations of the comp­
troller. When the last day prescribed 
under the authority of this chapter, 
including any extension of time, for 
performing any act falls on Satur­
day, Sunday, or a legal holiday in this 
state, the performance of such act 
shall be considered timely if it is per­
formed on the next succeeding day 
which is not a Saturday, Sunday, or 
a legal holiday. 

"Article 34.202. COLLECTION 
PROCEDURES. (a) General. The 
comptroller shall, on request, give a 
receipt for any amount collected un­
der this chapter. The comptroller may 
authorize incorporated banks or trust 
companies which are depositories or 
fiscal agents of this state to receive 
and give a receipt for any tax im­
posed under this chapter, in such 
manner, at such times, and under 
such conditions as he may prescribe; 
and the comptroller shall prescribe 
the manner, times, and conditions un­
der which the receipt of tax by such 
banks and trust companies is to be 
treated as payment of tax to the 
comptroller. 

"(b) Notice and demand. The comp­
troller shall as soon as practicable 
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give notice to each taxpayer liable 
for any amount of tax, addition to 
tax, additional amount, penalty, or 
interest, which has been assessed but 
remains unpaid, stating the amount 
and demanding within 10 days of the 
date of the notice and demand pay­
ment thereof. Such notice shall be left 
at the usual place of business of such 
person or shall be sent by mail to the 
business's last known address. Except 
where the comptroller determines that 
collection would be jeopardized by de­
lay, if any tax is assessed prior to 
the last date, including any date fixed 
by extension, prescribed for payment 
of such tax, payment of such tax 
shall not be demanded until after 
such date. 

"(c} Cross reference. For require­
ments of payment without assessment, 
notice, or demand of amount shown to 
be due on return, see Article 34.135 
(a) of this title. 

"Article 34.203. JSSUANCE OF 
WARRANT. If any taxpayer liable 
to pay any tax, addition to tax, penal­
ty. or interest imposed under this 
chapter neglects or refuses to ~ay the 
same within 10 days aft.er notice and 
demand, the comptroller may issue a 
warrant directed to the sheriff of any 
county of this state or to a United 
States marshal commanding him to 
levy upon and sell such taxpayer's 
real and personal property for the 
payment of the amount assessed with 
the cost of executing the warrant, 
and to return such warrant to the 
comptroller and to pay him the money 
collected by virtue thereof within 60 
days after receipt of the warrant. If 
the comptroller finds that collection 
of the tax is in jeopardy, notice and 
demand for immediate payment of 
such tax may be made by the comp­
troller and on failure or refusal to 
pay such tax the comptroller may is­
sue a warrant without regard to the 
10-day waiting period provided in this 
article. 

"Article 34.204. LIEN OF TAX. 
If any tax imposed by this chapter is 
not paid when due, the comptroller 
may file with the county clerk of the 
county where such property is located 
with respect to real property or fix­
tures and in the office in which a 
security or financing statement or no­
tice with respect to personal property 
would be filed a notice of lien specify­
ing the amount of the tax, addition to 
tax, penalty, and interest due, the 
name and last known address of the 
taxpayer liable for the amount and 

the fact that the comptroller has com­
plied with all the provisions of this 
chapter in the assessment of the tax. 
From the time of the filing, the 
amount set forth in the certificate con­
stitutes a lien upon all personal prop­
erty of the taxpayer and upon all 
real property in the county then 
O\vned by him or thereafter acquired 
by him in the period before the ex­
piration of the lien. In the case of 
any prior mortgage on any real or 
personal property so written as to 
secure a present debt and also future 
advances by the mortgagee to the 
mortgagor, the lien herein provided, 
\vhen notice thereof has been filed in 
the proper office, shall be subject to 
the prior mo1tgage unless the comp­
troller also notifies the mortgagee of 
the recording of the lien in \vriting, 
in which case any indebtedness there­
after created from the mortgagor to 
the mortgagee shall be junior to the 
lien herein provided for. The lien 
provided herein has the same force, 
effect, and priority as a judgment lien 
and continues until it becomes unen­
forceable by reason of lapse of time 
unless sooner released or otherwise 
discharged. 

"A1ticle 34.205. RELEASE OF 
LIEN. The comptroller shall issue to 
the taxpayer a certificate of release 
of the lien provided for in this chap­
ter or subordinate the lien to other 
liens if: 

"(1) the comptroller finds that 
the liability for the amount de­
manded, together with costs, has been 
satisfied or has become unenforceable 
by reason of lapse of timej 

" ( 2) there is furnished to the 
comptroller a bond with surety ap­
proved by the comptroller in a sum 
sufficient to equal the amount de­
manded, together with costs, the bond 
to be conditioned upon payment of 
any judgment rendered in proceed­
ings regularly instituted by the comp­
troller to enforce collection thereof at 
law or of any amount agreed upon in 
writing by the comptroller to consti­
tute the full amount of the liability; 

0 
( 3) the comptro1ler determines 

at any time that the interest of this 
state in the property has no value; 
or 

" ( 4) the comptroller determines 
that the taxes are sufficiently secured 
by a lien on other property of the 
taxpayer or that the release or sub­
ordination of the lien will not en­
danger or jeopardize the collection of 
the taxes. 
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"Article 34.206. ENFORCEMENT 
OF LIEN. The lien provided for by 
Article 3'1.204 may be enforced at 
any time after the tax liability with 
respect to 'vhich the lien arose be­
comes collectable under Article 34.202 
by a civil action brought by the at­
torney general in the name of the 
State of Texas in the dh:;trict court 
of Travis County to subject any prop­
erty, of whatever nature, of the tax­
payer, or in which he has any right, 
title or interest, to the payment of 
such tax or liability. The court shall, 
after the parties have been only noti­
fied of the action, proceed to adjudi­
cate all matters involved therein and 
finally determine the merits of all 
claims to and liens upon the property 
and, in all case~ where a claim or in­
terest of the State of Texas therein 
is established, may decree a sale of 
such property, by the proper officer 
of the court, and a distribution of the 
proceeds of such sale according to the 
findings of the court. If the property 
is sold to satisfy a lien held by the 
State of Texas, the State of Texas 
may bid at the sale such sum, not 

-exceeding the amount of such lien 
with expenses of sale, as the comp­
troller directs. 

"Article 34.207. TAXPAYER NOT 
A RESIDENT. When notice and de­
mand for the payment of a tax is 
given to a foreign corporation and 
it appears to the comptroller that it 
is not practicable to locate property 
of the taxpayer sufficient in amount 
to cover the amount of tax due, he 
shall send a copy of the notice of 
lien provided for in Article 34.204 to 
the taxpayer at the business's last 
known address together with a no­
tice that such certificate has been 
filed with the county clerk of the 
county where such property is locat­
ed. Thereafter, the attorney general 
at the request of the comptroller 
may institute any action or proceed­
ing to collect or enforce such claim 
in any place and by any procedure 
that a civil judgment of a court of 
record of this state could be collected 
or enforced. The comptroller is auth­
orized to enter into agreements with 
the tax departments of other states 
and the District of Columbia for the 
collection of taxes from persons found 
in this state who are delinquent in 
the payment of income taxes imposed 
by those states or the District of Co­
lu mbia, on condition that the agree­
ing states and the District of Colum­
bia afford similar assistance in the 
collection of taxes from persons found 

in those jurisdictions who are delin­
quent in the payment of taxes impos­
ed under this chapter. 

"Article 34.208. ACTION FOR 
RECOVERY OF TAXES. The at­
torney general 'vithin six years after 
the assessment of any tax may bring 
an action in any court of competent 
jurisdiction within or without this 
state in the name of the State of 
Texas to recover the amount of any 
taxes, additions to tax, penalties, and 
interest due and unpaid under this 
chapter. In such action, the certificate 
of the comptroller showing the 
amount of the delinquency shall be 
prima facie evidence of the evidence 
of the levy of the tax, of the de­
linquency, and of the compliance by 
the comptroller with all the provi­
sions of this chapter in relation to the 
assessment of the tax. Claims of the 
state for sums under this cha~ter 
shall have preference in any distribu­
tion of the assets of the taxpayer, 
whether in bankruptcy, insolvency or 
otherwise. The proceeds of any judg­
ment shall be paid to the comptroller. 

"Article 34.209. INCOME TAX 
CLAIMS OF OTHER STATES. The 
courts of this state shall recognize 
and enforce liabilities for corporate 
income taxes lawfully imposed by any 
other state which extends a like 
comity to this state, and the duly 
authorized officer of any such state 
may sue for the collection of such a 
tax in the courts of this state. A 
certificate by the secretary of state 
of such other state that an officer su­
ing for the collection of such a tax 
is duly authorized to collect the tax 
shall be conclusive proof of such 
authority. For the purposes of this 
section, 'taxes' includes additions to 
tax, interest, and penalties. These 
taxes shall be recognized and en­
forced by the courts of this state to 
the same extent that the laws of such 
other state permit the enforcement in 
its courts of liability for such truces, 
additions to tax, interest, and penal­
ties due this state under this chapt.er. 

"Article 34.210. ORDER TO 
COMPEL COMPLIANCE. (a) Fail­
ure to file tax return. If any tax~ 
payer "~illfully refuses to file a re­
turn as required by this chapter, the 
attorney general, on the request of 
the comptroller, may petition the dis­
trict court of Travis County, and on 
the complaint of the comptroller, the 
court shall issue an order requiring 
any principal officer of such corpora­
tion to file a proper return in accord~ 
ance 'vith this chapter, on pain of 
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contempt. The court shall forthwith 
fix a time and place for hearing and 
cause 20 days' notice thereof to be 
given the taxpayer, having regard to 
the speediest possible determination 
of the case consistent with the rights 
of the parties. 

"(b) Failure to furnish records 
or testimony. If any taxpayer will­
fully refuses to make available any 
books, papers, records, or memoranda 
for e.xamination by the comptroller or 
his representative or willfully refuses 
to attend and testify pursuant to the 
powers conferred on the comptroller 
by Article 34.231, the attorney gen­
eral on the request of the comptroller 
may petition the district court of 
Travis County for an order direct­
ing the taxpayer to comply with the 
comptroller's request for books, pa­
pers, records, or memoranda or for 
his attendance and testimony. 

"Article 34.211. JEOPARDY AS­
SESSMENTS. (a) Filing and no­
tice. If the comptroller finds that the 
assessment or the collection of a tax 
or a deficiency for any year, current 
or past1 will be jeopardized in whole 
or in part by delay, he may mail or 
issue notice of his finding to the tax­
payer, together \vith a demand for 
immediate payment of the tax or the 
deficiency declared to be in jeopardy, 
including additions to tax, interest1 

and penalties. 
"(b) Termination of taxable year. 

In the case of a tax for a current 
period, the comptroller shall declare 
the taxable period of the taxpayer 
immediately terminated and his no­
tice and demand for a return and 
immediate payment of the tax shall 
relate to the period declared termin­
ated1 including therein income ac­
crued and deductions incurred up to 
the date of termination if not other­
wise properly includible or deductible 
in respect of the period. 

'
1 (c) Collection. A jeopardy as­

sessment is immediately due and pay­
able and proceedings for collection 
may be commenced at once. The ta..x­
payer, however, may stay collection 
and prevent the jeopardy assessment 
from becoming final by filing, within 
10 days after the date of mailing or 
issuing the notice of jeopardy assess­
ment, a request for reassessment, ac­
companied by a bond or other secur­
ity in the amount of the assessment, 
including additions to tax1 penalties, 
and interest as to which the stay of 
collection is sought. If a request for 

reassessment, accompanied by a bond 
or other security of the appropriate 
amount, is not fi1ed within the 10-dal 
period, the assessment becomes fina . 

" ( d) Proceeding on reassessment. 
If a request for reassessment accom­
panied by a bond or other security is 
filed within the 10-day period, the 
comptroller shall reconsider the as· 
sessment and, if the taxpayer has so 
requested in his petition, the comp­
troller shall grant him or his author­
ized representatives an oral hearing. 
The comptroller's action on the re­
quest for reassessment becomes final 
upon the expiration of 30 days from 
the date when he mails notlce of his 
action to the taxpayer, unless within 
that 30-day period, the taxpayer files 
an application to seek judicial review 
of the comptroller's determination. 

''(e) Presumptive evidence of 
jeopardy. In any proceeding brought 
to enforce payment of taxes due and 
payable by this article, the finding of 
the comptroller under Section (a) is 
for all purposes presumptive evidence 
that the assessment or collection of 
the tax or deficiency was in jeopardy. 

"(f) Abatement if 1·eopardy does 
not exist. The comptrol er may abate 
the jeopardy assessment if he finds 
that jeopardy does not exist. 

"Article 34.212. BANKRUPTCY 
OR RECEIVERSHIP. (a) Imme­
diate assessment. On the adjudica­
tion of bankruptcy of any taxpayer 
in any bankruptcy proceeding or the 
appointment of a receiver for any 
taxpayer in any receivership pro­
ceeding before any court of the Unit­
ed States or any state or territory or 
of the District of Columbia, any de­
ficiency, together with additions to 
ta."{ and interest provided by law, 
determined by the comptroller may 
be immediately assessed. 

"{b) Adjudication of Claims. 
Claims for the deficiency and such 
additions to tax and interest may be 
presented, for adjudication in ac­
cordance with law, to the court be­
fore which the bankruptcy or re­
ceivership proceeding is pending, d47 
spite the pendency of a protest befo-re 
the comptroller after the adjudication 
of bankruptcy or appointment of the 
receiver. 

"Article 34.213. INTERSTATE 
A UD!TS. Interstate audits shall be 
conducted for the purposes of this 
chapter according to Article VIII of 
the 1Vlultistate 'l'ax Compact adopt· 
ed by Chapter 566, Acts of the 60th 
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Legislature, Regular Session, 1967 
(Article 7359a, Vernon's Texas Civil 
Statutes)). 

SUBCHAPTER J. CRIMINAL 
OFFENSES 

"Article :J4.221. ATTEMPT TO 
EVADE OR DEFEAT TAX. Any 
taxpayer who willfully attempts in 
any manner to evade or defeat any 
tax imposed by this chapter or the 
payment thereof shall, in addition to 
other penalties provided by law, be 
guilty of a felony and, on conviction 
thereof, shall be fined not more than 
$5,000 or imprisoned not more than 
five years, or both, together with the 
costs of prosecution. 

"Article 34.222. FAILURE TO 
FILE RETURN, SUPPLY INFOR­
MATION, PAY TAX. Any taxpay­
er required under this chapter to pay 
any tax or estimated tax, or required 
by this chapter or regulation pre­
scribed thereunder to make a return, 
other than a return of estima t.ed tax, 
keep any records, or supply any in­
formation, who willfully fails to pay 
such tax or estimated tax, make each 
return, keep such records, or supply 
such information, at the time or 
times required by law or regulations, 
shall

1 
in addition to other penalties 

provided by law, be guilty of a mis­
demeanor and, on conviction thereof, 
shall be fined not more than $5,000 or 
confined in jail for not more than one 
year, or both, together with the costs 
of prosecution. 

"Article 34.223. FALSE STATE­
MENTS. Any taxpayer who will­
fully makes and subscribes any re­
turn, statement, or other document, 
which contains or is verified by a 
'vritten declaration that it is made 
under the penalties of perjury, and 
,vhich he does not believe to be true 
and correct as to every material mat­
ter i or willfully aids or procures the 
preparation or presentation in a mat­
ter arising under the provisions of 
this chapter of a return, affidavit, 
claim, or other document which is 
fraudulent or is false as to any 
material matter shall be guilty of a 
felony and, on conviction thereof, 
shall be fined not more than $5,000 or 
imprisoned not more than three years, 
or both, together with the costs of 
prosecution. 

"Article 34.224. LIMIT A TJONS. 
Any proseeution under this chapter 
shall be instituted within three years 
after the commission of the offense, 
provided that if such offense is the 

failure to do an act required by or 
under this chapter to be done before 
a certain date, a prosecution for such 
offense may be commenced not later 
than three years after such date. The 
failure to do any act required by or 
under this chapter shall be deemed 
an act committed in part at the prin­
cipal office of the comptroller. Any 
prosecution under this chapter may be 
conducted in anY county where the 
corporation to whose liability the pro­
ceeding relates has a J;Jlace of busi­
ness, or in any county ln 'vhich such 
crime is committed. 

"SUBCHAPTER K. POWERS 
OF COMPTROLLER 

"Article 34.231. POWERS OF 
THE COMPTROLLER. (a) Gen­
eral. The comptroller shall administer 
and enforce the tax imposed by this 
chapter and he is authorized to make 
such rules and regulations and to re­
quire such facts and information to 
be reported as he may deem necessary 
to enforce the provisions of this chap­
ter. The comptroller may for en­
forcement and administrative pur­
poses divide the state into a reason­
able number of districts in which 
branch offices may be maintained. 

u (b) Returns and forms. The 
comptroller may prescribe the form 
and contents of any return or other 
document required to be filed under 
this chapter. 

"(c) Examination of books and 
witnesses. 'fhe comptroller for the 
purpose of ascertaining the correct­
ness of any return, or the taxable in­
come, or for the purpose of making 
an estimate of taxable income of any 
taxpayer, shall have power to exam­
ine or to cause to have examined, by 
any agent or representative desig­
nated by him for that purpose in­
cluding the executive director of the 
l\iultistate Tax Commission, or his 
authorized agent, any books, papers, 
records, or memoranda bearing upon 
the matters required to be included 
in the return, and may require the 
attendance of the taxpayer rendering 
the return or anY officer or employee 
of such taxpayer, or the attendance 
of any other person having knowledge 
in the premises, and may take testi­
mony and require proof material for 
his information, with power to ad­
minister oaths to such person or per­
sons. 

" ( d) Secrecy of returns and inf or~ 
mation. Except in accordance with 
proper judicial order or as otherwise 
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provided by law·, it shall be unla\vful 
for the comptroller or any officer or 
employee of the comptroller, any per­
son engaged or retained by the comp­
troller on an independent contract be­
sis, or any person \vho, pursuant to 
this article, is permitted. to inspect 
any report or retu111 or to \vhom a 
copy, an abstract, or a portion of any 
report or return is furnished 1 to di­
vulge or make known in any manner 
the amount of income or any particu­
lars set forth or disclosed in any re­
port or return required under this 
chapter. The officers charged ~'ith the 
custody of such reports and returns 
shall not be required to produce any 
of them or evidence of anything con­
tained in them in any action or pro­
ceeding in any court, except on behalf 
of the comptroller in an action or pro­
ceeding under the provisions of the 
tax la\\' to \\'hich he is a party, or on 
behalf of any party to any action 01· 
proceeding under this chapter \vhen 
the reports or facts: sho\vn thereby 
are directly involved in such action or 
proceeding, in either of which events 
the court may require the production 
of, and may admit in evidence, so 
much of said reports or of the facts 
shown thereby, as are pertinent to 
the action or proceeding and no more. 
Nothing herein shall be construed to 
prohibit the delivery to a taxpayer or 
his duly authorized representative of 
a certified copy or any return or re­
port filed in connection with his tax 
or to prohibit the publication of sta­
tistics so classified as to prevent the 
identification of particular reports or 
returns and the items thereof, or the 
inspection by the attorney general or 
other legal representatives of the 
state of the report or return of any 
taxpayer \vho shall bring an action 
to revie\\' the tax based thereon, or 
against whom an action or proceeding 
for collection of tax has been insti­
tuted. Any person who violates the 
provisions of this section shall be 
guilty of a misdemeanor and, on con­
viction thereof, shall be fined not 
n!ore than $1,000 or confined in jail 
for not more than one year, or both, 
in the discretion of the court, togethel' 
with costs of prosecution. If the of­
fender js an officer or employee of the 
state, he shall be dismissed from of­
fice and be jneligible to hold any pub­
lic office in this state for a period of 
five years thereafter. 

"(e) Reports and returns preserved. 
Reports and returns required to be 
filed un<ler this chapter shall be pre· 
served in accordance \\'i th methods 
prescribed by Article 1.15 of this title. 

"(f) Cooperation \Vith the United 
States anrl other states. Not\vithstand· 
ing the provisions of Section {d) of 
this article, the comptroller may per­
n1it the Secretary of the Treasury of 
the United States or his delegates, or 
the proper officer of any state impos­
ing an income tax, or the authorized 
representative of either such officer, 
or the executive director of the l\ful­
tistate Tax Commission or his author­
ized representatives, to inspect the re­
turns of any taxpayer subject to tax 
under this chapter, or may furnish to 
such officer or his authorized repre­
sentative an abstract of the :return or 
supply him with information concern­
ing an item of income contained in 
any return or disclosed by the report 
of any investigation of the income or 
return, but such permission shall be 
granted only if the United States or 
such other state, as the case may be, 
has entered into an agreement with 
this state granting substantially sim­
ilar privileges to the comptroller of 
this state as the officer chal'ged with 
the adn1inistration of the tax imposed 
by this part and provide for the se­
crecy of returns and information in a 
1nanner substantially similar to this 
article. 

"A1ticle 34.232. CLOSING AGREE-
1\.fENTS. The comptroller or any per­
son authorized in writing by him, is 
authorized to ente1· into an agreement 
\Yith any taxpayer relating to the lia­
bility of such taxpayer in respect to 
the tax imposed by this chapter for 
any taxable period. 

"Article 34.233. ALLOCATION OF 
RE\'ENUES. (a) For Enforcement 
Purposes. For enforcement purposes 
the comptroller shall retain one pe1·­
cent of the revenue received from 
the tax imposed by this chapte1·; 
provided that any portion of said one 
percent amount which shall not have 
been encuillbered at the end of each 
fiscal year shall be paid into the gen­
eral revenue fund. 

"(b) Other revenues. All othe1· rev· 
enues from the tax imposed by this 
chapter shall be paid into the general 
revenue fund." 

Sec. 2. Sections (1) and (3), Arti­
cle 12.01, Title 122A, Taxation-Gen· 
eral, Revised Civil Statutes of Texas, 
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1925, as amended, are amended to 
read as follo\VS: 

"(1) Except as herein provided, ev­
ery domestic and foreign corporation 
heretofore or hereafter chartered or 
authorized to do business in Texas or 
doing business in Texas, shall file 
such reports as are required by Arti­
cles 12.08 and 12.19 and pay to the 
Comptroller a franchise tax for the 
pcriorl from May 1 of each year to 
and including April 30 of the follo,Y­
ing yf\ar '"hich shall be based on 
'vhichever of the following Subsec­
tions (a), (b), or (c) shall yield the 
greatest tax: 

"(a) Basic Tax 
"(i) T"'O Dollars ($2) per One 

Thousand Dollars ($1,000) or frac­
tional part thereof applied to that 
portion of the sum of the staterl cap­
ital, surplus and undivided profits, the 
sum of 'vhich for the purposes of this 
Chapter is hereafter referred to as 
'taxable capital,' allocable to Texas in 
accordance with Article 12.02 of this 
Chapter. 

0 As used in this Chapter, the phrase 
'~tated capital' shall have the same 
meaning as defined in Article 1.02 of 
the Texas Business Corporation Act. 

"(ii) Tax on Debt. In addition to 
the franchise tax due and payable un­
der Subsection (!)(a) (i) of Article 
12.01 of this Chapter, there is hereby 
levied on all corporations paying a 
franchise tax under said Subsection 
(i) for the privilege of doing business 
in the corporate form during the pe­
riods listed below, an additional tax 
as follo,vs: 

"For the Period from: 

maturity date of one (1) year or 1nore 
from date of issue and all such in­
struments '\'hich bear a maturity date 
of less than one (1) year from date 
of issue which represent indebtedness 
which has remained continuously out­
standing for a period of one (1) year 
or more from date of inception wheth­
er or not said indebtedness has been 
renewed or extended by the issuance 
of other evidences of the same in­
debtedness to the same or other par­
ties, but this term shall not include 
instruments 'vhich have been previ­
ously classified as surplus. 

"Taxable debt allocable to Texas 
shall be determined by using the same 
percentage used to allocate taxable 
capital to Texas under the provisions 
of Article 12.02. 

"The additional franchise tax levied 
by this Subsection (l)(a) (ii) shall 
expire after April 30, 1973. 

"(b) Two Dollars ($2) per One 
Thousand Dollars ($1,000) or frac­
tional part thereof applied to the as­
sessed value for County ad valorcm 
tax purposes of the property owned 
by the corporation in this State. 

"(c) Thirty Dollars ($30). 
"(3) Except as provided in preced­

ing Subsection (2), all public utility 
corporations, 'vhich shall include any 
such corporation engaged solely in 
the business of public utilities as de­
fined by the lav.·s of Texas '\vhose 
rates or services are regulated, or 
subject to a regulation in whole or in 
part, by la,v, shall pay a franchise 
tax as provided in this Article which 

An additional tax for 
the year of 

May 1, 1968, to and including 
April 30, 1969 . . . . . . . . . $ 2.25 

May 1, 1969, to and including 
April 30, 1970. . . . . . . . . . . . . . .. $ 2.00 

May 1, 1970, to and including 
April 30, 1971. . . . . . . . . . . . . . . . ..... $ 1.50 

May 1, 1971, to and including 
April 30, 1972.. . .. .. .. .. .. .. $ 1.00 

May 1, 1972, to and including 
April 30, 1973. . . . . . . . . . . . . .. $ 0.50 

per One Thousand Dollars ($1,000) or;---------------­
fractional part thereof applied to that 
portion of taxable debt allocable to 
Texas. 

"For the purposes of this Subsec­
tion (1) (a) (i). 'Taxable Debt' shall 
mean outstanding bonds, notes ancl 
debentures, including all written evi­
dences of indebtedness '\vhich bear a 

shall be based on v.·hichever of the 
follo\ving shall yield the greatest tax: 

"(a) Two Dollars ($2) per One 
Thousand Dollars ($1,000) or frac­
tional part thereof applied to that 
portion of the stated capital, surplus 
and undivided profits, allocable to 
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Texas in accordance with Article 12.02 
of this Chapter. 

"(b) Two Dollars ($2) per One 
Thousand Dollars ($1,000) or frac­
tional part thereof applied to the as­
sessed value for County ad valorern 
tax purposes of the property ov:ned 
by the corporation in this state. 

"(c) Thirty Dollars ($30)." 
Sec. 3. Section (1), Article 12.19, 

Title 122A, Taxation-General, Re­
vised Civil Statutes of Texas, 1925, 
as amended, is amended to read as 
follows: 

"(1) In lieu of the franchise tax 
levied by Article 12.01 of this Chap­
ter, any corporation \vhich has pre­
viously paid a franchise tax in Texas 
under the provisions of this Chapter 
and whose total assets are less than 

Aikin 
Bates 
Blanchard 
Connally 
Creighton 
Grover 
Hall 
Harris 

Beck\vorth 
Bernal 
Bridges 
Brooks 
Christie 
Harrington 
Herring 
Jordan 

Yeas-15 

Hightower 
Moore 
Ratliff 
Sherman 
Snelson 
Watson 
Word 

Nays-16 

Kennard 
Kothmann 
Mauzy 
McKool 
Patman 
Schwartz 
Wal1ace 
Wilson 

One Hundred Fifty Thousand Dollars Question recurring on the adoption 
($150,000), may elect to pay a fran- of the amendment, "Yeas" and "Nays" 
chise tax for the period from May 1st were demanded. 
of each year to and including April The amendment failed of adoption 
30th of the following year in accord- by the following vote: 
ance \Vith the following schedule: '-''------'=---------

If Total Assets Are at Least 
$ 0.00 

15,000.00 
20,000.00 
25,000.00 
30,000.00 
40,000.00 
50,000.00 
60,000.00 
70,000.00 
80,000.00 
90,000.00 

100,000.00 
110,000.00 
120,000.00 
130,000.00 
140,000.00 

But Less Than 
$ 15,000.00 

20,000.00 
25,000.00 
30,000.00 
40,000.00 
50,000.00 
60,000.00 
70,000.00 
80,000.00 
90,000.00 

100,000.00 
110,000.00 
120,000.00 
130,000.00 
140,000.00 
150,000.00 

The Tax Shall Be 
$ 30.00 

40.00 
50.00 
60.00 
80.00 

100.00 
120.00 
140.00 
160.00 
180.00 
200.00 
220.00 
240.00 
260.00 
280.00 
300.00" 

Sec. 4. Article 12.211, Title 122A, ~-------------­
Taxation-General, Revised Civil Stat­
utes of Texas, 1925, as amended, is 
repealed effective May 1, 1972. 

Sec. 5. Sections 2, 3, and 4 of this 
Article are effective May 1, 1972. 

SCHWARTZ 
MAUZY 

The amendment was read. 

Senator Creighton moved to table 
the amendment. 

Question on the motion to table, 
uYeas" and "Nays" were demanded. 

The motion to table was lost by 
the following vote: 

Bernal 
Bridges 
Brooks 
Christie 
Harrington 
Herring 
Jordan 
Kennard 

Aikin 
Bates 
Beckworth 
Blanchard 
Connally 

Yeas-15 

Kothmann 
Mauzy 
McKool 
Patman 
Schwartz 
Wallaee 
Wilson 

Nays-16 
Creighton 
Grover 
Hall 
Harris 
Hightower 
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Moore 
Ratliff 
Sherman 

Snelson 
Watson 
Word 

Question-Shall H. B. No. 730 be 
passed to third reading? 

Recess 

On motion of Senator Aikin the 
Senate at 11 :30 o'clock a.m. took re­
cess until 1 :30 o'clock p.m. today. 

After Recess 

The President called the Senate to 
order at 1:30 o'clock p.m. t.oday. 

Reports of Standing Committees 

By unanimous consent, Senator 
Blanchard submitted the following re­
ports for the Committee on Insur­
ance: 

S. B. No. 839. 

S. B. No. 705 (Amended). 

S. B. No. 689 (Amended). 

By unanimous consent, Senator 
Kennard submitted the follo\ving re­
port for the Committee on Public 
Health: 

H. B. No. 1118. 

By unanimous consent, Senator 
Bates submitted the following report 
for the Committee on Transporta­
tion: 

S. B. No. 915 (Floor Report). 

House Bills and Resolutions on 
/irst Reading 

The following bills and resolutions 
received from the House, were read 
the first time and referred to the 
Committee indicated: 

H. B. No. 1424, To Committee on 
State Affairs. 

:rtlessage From the House 

Hall of the House of Representatives 
Austin, Texas, 
April 28, 1971. 

Hon. Ben Barnes, President of the 
Senate. 
Sir: I am directed by the House to 

inform the Senate that the House has 
passed the following: 

H. C. R. No. 123, Honoring Claude 
W. Brown. 

H. C. R. No. 124, In memory of 
Claude C. Wild. 

S. B. No. 213, A bill to be entitled 
"An Act relating to the creation, es­
tablishment, operation, and dissolu­
tion of a county civil service system 
in certain counties; and declaring an 
emergency." 

(With amendments.) 

S. B. No. 245, A bill to be entitled 
"An Act requiring every county, and 
all cities 'vith a population of 10,000 
or more, to establish a uniform sys­
tem of accounting and record mainte­
nance in connection with expenditures 
by the county or city for all forms of 
v.·elfare assistance or medically needy 
programs; etc.; and dec}aring an 
emergency." 

(With amendments.) 

S. B. No. 251, A bill to be entitled 
"An Act amending Article 6.07, Title 
122A, Taxation-General, Revised 
Civil Statutes of Texas, 1925, as 
amended; increasing the fee of the 
tax assessor and co1lector for colleet­
ing the tax jmposed by Chapter 6 of 
Title 122A to five percent; and de­
claring an emergency." 

S. B. No. 363, A bill to be entitled 
".J\.n Act amending Statutes relating 
to salaries of court reporters for 
designated courts in Tarrant County; 

H. B. No. 743, To Committee 
Education. 

on and declaring an emergency." 

H. B. No. 1078, To Committee on 
Education. 

H. J. R. No. 31, To Committee on 
Constitutional Amendments. 

(With amendments.) 

H. C. R. No. 41, To Committee 
Transportation. 

S. B. No. 447, A bill to be entitled 
"A.n Act relating to the salary and 
expenses authorized for the official 
shorthand reporter for the 97th Ju­

on dicial Districti etc.; and declaring an 
emergency." 

H. J. R. No. 2, To Committee on 
Constitutional Amendments. (With amendments.) 
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S. B. No. 466, A bill to be entitled 
"An Act amending Chapter IX, Ar­
ticle lOa of The Texas Banking Code 
of 1942; etc.; and declaring an e1ner­
gency." 

s. B. No. 895, A bill to be entitled 
11An Act authorizing the Department 
of Public Welfare to transfer and 
spend funds for the Aid to Families 
v.·ith Dependent Children Program; 
and declaring an emergency." 

H. B. No. 389, A bill to be entitled 
"An Act amending certain provisions 
of the Texas Business Corporation 
Act; amending Section A, Article 
2.16, relating to payment for shares; 
amending Section H, Article 5.01, re­
lating to merger of domestic corpora­
tions; amending Section B, Article 
5.02, relating to consolidation of do­
mestic corporations; and declaring an 
emergency." 

H. B. No. 672, A bill to be entitled 
"An Act amending Section 9, Chapter 
179, Acts of the 6lst Legislature, 1969 
(Article 2615f-la, Vernon's Texas Civil 
Statutes) by amending said section to 
authorize a campus of Texas State 
Technical Institute in Nolan County; 
and declaring an emergency." 

Respectfully submitted, 
DOROTHY HALLMAN, 

Chief Clerk, House of Representatives 

House Bill 730 on Second Reading 

The Senate resumed the consider­
ation of the pending business, same 
being H. B. No. 730 on its second 
reading and passage to third reading. 

location of such facilities shall be 
made from the State Highway Fund 
to the utility owning such facilities, 
anything contained in any other pro­
vision of la\v or in any permit, or 
agreement or franchise issued or en­
tered into by any department, com­
mission or political subdivision of this 
State to the contrary notwithstanding. 
The term 'utility' when used in this 
Act, means a utility owned by Cor­
porations, persons and municipalities, 
or their lessees, trustees and receivers 
now or hereafter owning or operating 
in this state, engaged in furnishing 
electric, gas, telephone, wat.cr, storn1 
sewer, sanitary SC\ver or pipeline 
service. The term 4cost of relocation' 
includes the entire amount paid by 
such utility properly attributable to 
such relocation after deducting there­
from any increase in the value of the 
ne\v facility and any salvage value 
derived from the old facility.· Tt is 
further provided that by agreement 
'~rith the affected utility the State 
High\vay Department may relocate 
such utility facility in accordance with 
the provisions hereof." 

The amendment \Vas read and \Vag 
adopted. 

Senator Harris offered the follow­
ing amendment to the bill: 

Amend Article 9, Section 1, Subsec­
tion (b), of the Con1mittee Substitute 
for H. B. 730, Atwell, on page 23, at 
line 131 by striking out completely 
line 13, and by substituting the fol­
Jo,ving \Vords: 

" ... after three years following 
the effective date of this Act." 

Question-Shall H. B. No. 730 be 
passed to third reading? The amendment \\'as read and was 

follo\v- adopted. Se11ator Harris offered the 
ing amendment to the bill: 

Amend Article 5, Section 5, of the 
Committee Substitute for H. B. 730, 
Atwell, on page 19, at line 4 through 
line 25, by striking out line 4 through 
line 25 completely, and by substitut­
ing the follo\ving \vords: 

"Section 4B. (1) Whenever the re­
location of any utility facilities is 
necessitated by the improvement of 
any designated United States or State 
Highway in this State, such relocation 
shall be made by the utility at the 
cost and expense of the State of Tex­
as. Reimbursement of the cost of re· 

Senator Patman offered the follo\v­
ing amendment to the bill: 

Amend the Senate Committee Sub­
stitute to House Bill No. 730 by re­
numbering Article 9 as Article 10 
and adding a new Article 9 to read as 
follov.·s: 

ARTICLE 9. 
Section 1. Title 122A, Taxation­

General, Revised Civil Statutes of 
Texas, 1925, as amended, is amended 
to add a new Chapter 35 to read as 
follo\\~s: 

41Chapter 35. Occupation Tax on 
Shell and M udshell Producers 
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"Article 85.01. Definitions. In this 
Act: 

j'(a) 'Comptroller' means the Comp­
troller of Public Accounts of the State 
of Texas. 

'j (b) 'Person' means any person, 
:firm, corporation, or other private 
entity. 

11 (c) 'Producer' means any person 
who mines, dredges, gathers, or takes 
from the submerged lands of this 
state any shell or mudshell of com­
mercial value. 

"(d) 'Submerged lands' means any 
land, reef, bar, island, lake, or bay in 
the territorial jurisdiction of this 
state submerged or surrounded by 
salt water. 

41 (e) 'Coarse shell or mudshell' 
means shell or mudshell ,,•hich vdll 
not pass freely through a screen or 
sieve having a three-eighths ( % ) inch 
mesh. 

"Article 35.02. Tax Levied, Rate. 
(a) There is imposed on each produc­
er an occupation tax on the mining, 
dredging, gathering, and the taking 
of coarse shell or mudshell of com­
mercial value from the submerged 
lands of this state. 

"(b) The amount of tax to be paid 
by each producer shall be determined 
by multiplying five cents times the 
total number of cubic yards of coarse 
shell or mudshell produced. 

"Article 35.03. Report and Pay­
ment of Tax. (a) On the 25th day of 
each month, every producer shall de­
liver to the office of the comptroller 
a verified report 

"(1) compiled from daily records of 
the previous month; and 

u ( 2) showing the number of cubic 
yards of coarse shell or mudshell 
mined, dredged, gathered, or taken 
from the submerged lands of this 
state during the previous month. 

0 (b) The comptroller sha11 pre­
scribe the form of the report. 

"(c) The producer shall deliver to 
the comptroller with the report a 
check or legal tender in the amount 
of tax due for the period covered by 
the report. 

"(d) A person \Vho fails to file 
when due a report required by the 
comptroller under this Article shall 
pay to the comptroller 'vithin 10 days 
after demand a penalty of $50 for 
each failure. 

"(e) Interest accrues on past-due 
taxes at the rate of six percent per 
annum. 

"Article 35.04. Records. Each pro­
ducer shall keep in Texas for a period 
of two years a complete record of 
every cubic yard of coarse shell or 
mudshell mined, dredged, gathered, or 
taken from the submerged lands of 
this state. The record may be in­
spected by the comptroller or attor­
ney general, or one of their authorized 
representatives, on reasonable notice 
during office hours. 

Article .35.05. Failure to File Re­
port. (a) No producer, or agent, of­
ficer, or employee of a producer, may 

"(1) knowingly file a false or in­
complete report required by Article 
35.03 of this Chapter. 

"(2) destroy, mutilate, conceal or 
falsify any of the books or records of 
the producer; or 

"(3) refuse to permit the comptrol­
ler or the attorney general, or one of 
their authorized representatives, to 
inspect or audit any books or records 
of the producer. 

"(b) Any producer, or agent, officer, 
or employee of a producer, who vio­
lates a provision of Subsection (a) 
of this Article is guilty of a misde­
meanor and upon conviction is punish­
able by a fine of not more than $500. 

jjArticle 35.06. Failure to Pay Tax. 
(a) Any producer, or agent, officer, or 
employee of a producer who know­
ingly fails to pay the tax due under 
this Chapter is guilty of a misde­
meanor and upon conviction is punish­
able by a fine of not more than $5,000. 

"(b) If the comptroller believes any 
producer has failed to pay the fuH 
amount of tax due under this, the 
comptroller may employ auditors or 
other persons to audit the producer's 
records and, if the tax has not been 
paid in full, the producer shall pay the 
cost of the audit. 

"(c) Payments for audits made un­
der Subsection (b) of this Article 
shall be placed in a special fund in 
the state treasury and used by the 
comptroller to pay the costs of audits 
made under this Chapter. 

"Article 35.07. Lien on Property 
for Failure to Pay. All taxes, fines, 
and interest due by any producer un­
der this Chapter constitutes a pre­
ferred lien, first and prior to any and 
all other existing liens, contract or 
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statutory, leg-al or equitable, and re­
gardless of the time the liens origi­
nated, against all the property of the 
producer devoted to or used in his 
business. This property includes: 
dredges, ships' earth-moving equip­
ment, storage tanks; warehouses, of­
fice buildings and equipment; trucks 
or other motor vehicles; stocks on 
hand of marl, sand, gravel, shell, and 
mudshell; and any other real or per­
sonal property used in carrying on 
the business of the producer. 

"Article 35.08. J~nforcen1ent Fund. 
(a) Before any allocation of the tax 
collected under this Chapter is made, 
one percent of the gross amount of 
the tax collected shall be placed in the 
state treasury in a special fund for 
the comptroller's use in administer­
ing and enforcing this Chapter. 

"(b) The legislature shall provide 
in the General Appropriations Act for 
expenditures fro1n this special fulld 
and from the auditors fund established 
by Article 35.06(c) of this Chapter. 

0 (c) At the end of each biennium, 
or other fiscal period prescribed by 
the legislature, any unexpended por­
tion of the special fund for the ad­
ministration and enforcement of this 
Chapter reverts to the general revenue 
fund. 

11Article 35.09. Cornptroller's Rules. 
The comptroller shall adopt rules 

11 (1) prescribing the form of rec­
ords and reports required for collect­
ing the tax imposed by this Chapter; 

'
1 (2) defining the record-keeping 

responsibilities of processors; 
"(3) providing auditing procedures; 
"(4) providing 
"(A) for deficiency and jeopardy 

determinations; 
0 (B) for certification and refund 

of overpayments; and 
"(C) administrative hearing proce­

dures; and 
"(5) prescribing other requirements 

reasonably necessary to collect the tax 
imposed by this Chapter. 

'
1Article 35.10. l:.lrocedure for Adopt­

ing and Amending Rules. (a) Before 
the comptroller may adopt a rule un­
der Article 35.09 of this Chapter, or 
an amendment to an adopted rule, he 
must mail a copy of the proposed rule 
or amendment, or an informative sum­
mary of the rule or amendment, to 
each processor in the State. 

H (b) The rule or amendment takes 
effect on the 30th day after the day 
the copy or summary is mailed unless 

"(1) the comptroller specifies that 
it takes effect at a later time; or 

44 (2) the comptroller rescinds the 
order adopting the rule or amend­
ment. 

•i(c) The comptroller may rescind, 
but he may not change, the order 
adopting a rule or amendment from 
the tin1e the copy 01· summary is 
mailed until the rule or amendment 
takes effect. After the rule or amend­
ment takes effect, the comptroller 
may repeal or change it only by adopt­
ing an order repealing or amending it. 

11 
( d) If the comptroller rescinds an 

order for a rule or amendment, he 
may adopt a new rule or amendment 
at any time, even though the new rule 
or amendment is on the same subject 
as the rule or amendment rescinded. 

11 (e) The comptroller shall supply 
free of charge to each producer in the 
state a copy of the rules of the comp­
troller, and of all changes in the 
rules." 

The amendment \vas read. 

Senator Kennard moved to table 
the amendment. 

Question on the motion to table, 
••Yeas" and "Nays" were demanded. 

The motion to table prevailed by 
the follo,ving vote: 

Aikin 
Bates 
Blanchard 
Bridges 
Christie 
Connally 
Creighton 
Grover 
Hall 
Harris 

Bech,vorth 
Bernal 
Brooks 
Harrington 
Mauzy 
McKool 

Yeas-20 

Herring 
Hightower 
Jordan 
Kennard 
Kothmann 
1'1:oore 
Ratliff 
Sherman 
Watson 
Word 

Nays-11 

Patman 
Schwartz 
Snelson 
Wallace 
Wilson 

Senators Mauzy and Schwartz of-
fered the following amendment to the 
bill: 
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Amendment No. 5, \Vhich is the 
same as Amendment No. 1 except that 
the rate of tax imposed is four per­
cent (4%). 

The amendment 'vas read. 

Senator Creighton raised the Point 
of Order that the amendment was not 
in order as it was the same as an 
amendment previously considered by 
the Senate at the same stage of the 
bill. 

The President overruled the Point 
of Order. 

Question on the adoption of the 
amendment, "Yeas" and '1Nays" were 
demanded. 

The amendment failed of adoption 
by the following vote: 

Bernal 
Bridges 
Brooks 
Christie 
Harrington 
Herring 
Jordan 
Kennard 

Aikin 
Bates 
Beckv:orlh 
Blanchard 
Connally 
Creighton 
Grover 
Hall 

Yeas-15 

Kothmann 
Mauzy 
McKool 
Patman 
Schwartz 
Wallace 
Wilson 

Nays-16 

Harris 
Hightower 
Moore 
Ratliff 
Sherman 
Snelson 
Watson 
Word 

Senator Schwartz offered the fol­
lowing amendment to the bill: 

Amendment No. 6, which is the 
same as Amendment No. 1 except that 
the rate of tax imposed is three per­
cent (3% ). 

Senator Creighton raised the Point 
of Order that the amendment was not 
in order as it was the same as an 
amendment previously considered by 
the Senate at the same stage of the 
bill. 

The President overruled the Point 
of Order. 

Question on the adoption of the 
amendment, "Yeas" and "Nays" were 
demanded. 

The amendment failed of adoption 
by the following vote: 

Bernal 
Bridges 
Brooks 
Christie 
Harrington 
Herring 
Jordan 
Kennard 

Aikin 
Bates 
Beckworth 
Blanchard 
ConnaJly 
Creighton 
Grover 
Hall 

Yeas-15 

Kothm.ann 
fl.iauzy 
McKool 
Patman 
Sch,vartz 
Wallace 
Wilson 

Nays-16 

Harris 
Hightower 
Moore 
Ratliff 
Sherman 
Snelson 
Watson 
Word 

Senator Mauzy offered the follo"'·­
ing amendment to the bill: 

Amendment No. 7, ,\·hich is the 
same as A1nendment No. 1, except 
that the rate of tax imposed is two 
percent (2%). 

The amendment was read. 

Question on the adoption of the 
amendment, "Yeas" and "Nays" 'vere 
demanded. 

The amendment failed of adoption 
by the following vote: 

Bernal 
Bridges 
Brooks 
Christie 
Harrington 
Herring 
Jordan 
Kennard 

Aikin 
Bates 
Beckworth 
Blanchard 
Connally 
Creighton 
Grover 
Hall 

Yeas-15 

Kothmann 
Mauzy 
McKool 
Patman 
Schv.·artz 
Wallace 
Wilson 

Nays-16 

Harris 
Hightower 
Moore 
Ratliff 
Sherman 
Snelson 
Watson 
Word 

Senator Mauzy offerecl the follo,v­
iug amendment to the bill: 
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Amendment No. 8, \Vhich is the 
same as Amendment No. 1, except 
that the rate of tax imposed is one 
percent (I%). 

The amendment was read. 

Question on the adoption of the 
amendment, "Yens" and "Nays" \\'ere 
demanded. 

The amendment failed of adoption 
by the following vote: 

Bernal 
Bridges 
Brooks 
Christie 
Harrington 
Herring 
Jordan 

Aikin 
Bates 
Beck\vorth 
Blanchard 
Connally 
Creighton 
Grover 
Hall 
Harris 

Yeas-14 

Kothmann 
Mauzy 
McKool 
Patman 
Sch,vartz 
Wallace 
Wilson 

Nays-17 

Hightower 
Kennard 
Moore 
Ratliff 
Sherman 
Snelson 
Watson 
Word 

Senator Wilson offered the follow-
ing amendment to the bill: 

Amendment No. 9, "'hich is the 
same as Amendment No. 1, except 
that the rate of tax imposed is 3.64 
percent and Section 2 \vhich reads as 
follo"'s: 

HSec. 2. The provisions of Chapter 
12, Title 122 • .\, Taxation-General, 
Revised Civil Statutes of Texas, 1925, 
as amended, are suspended effective 
May 1, 1972, and during the period 
of suspension none of the taxes levied 
under that chapter shall be collected. 
The suspension as provided under this 
section does not impair any obligation 
of the state or of any taxpayer for 
any amount of tax due for any period 
prior to i"l'lay 1, 1972. 'fhe comptroller 
may collect any amount of tax due for 
a period ending before 1\'lay 1, 1972 
as though Chapter 12 'vere not sus­
pended." 

The amendment \Vas read. 

Question on the adoption of the 
amendment "Yeas" and 41 Nays" \.\'ere 
demanded. ' 

The amendment failed of adoption 
by the following vote: 

Bernal 
Bridges 
Harrington 
Kennard 

Aikin 
Bates 
Bcck,vorth 
Blanchard 
Brooks 
Christie 
Connally 
Creighton 
Grover 
Hall 
Harris 
Herring 

Yeas-8 

lliauzy 
Sch\vnrtz 
Wallace 
Wilson 

Nays--23 

Highto,ver 
Jordan 
Rothmann 
McKool 
Moore 
Patman 
Ratliff 
Sherman 
Snelson 
Watson 
Word 

Senator Sch-..\'artz offered the fol-
lowing amendment to the bill: 

Amend H. B. No. 730 by adding an 
article to read as follows: 

Article -

Section 1. Article 3.01, Title 122A, 
Taxation-General, Revised Civil Stat­
utes of Texas, 1925, as amended, is 
amended to read as follows: 

"Article 3.01. Calculation of Tax. 
"(1) There is hereby levied an oc­

cupation tax on the business or oc­
cupation of producing gas 'vithin this 
State, computed as follows: 

".l\. tax shall be paid by each pro­
ducer on the amount of gas produced 
and saved v.·ithin this State equivalent 
to eight and one-half ( Slh o/o) percent 
of the market value thereof as and 
when produced. 

"Provided, however, that the amount 
of the tax on sv..·eet and sour gas shall 
never be less than 121/1500 of one 
cent (1¢) per one thousand (1,000) 
cubic feet. 

"(2) In calculating the tax herein 
levied, there shall be excluded: 

"(a) gas injected into the earth in 
this State, unless sold for such pur­
pose; 

"(b) gas produced fron1 oil \\'ells 
with oil and la-..vfully vented or flared; 

"(c) gas used for lifting oil, unless 
sold for such purposes." 

The amendment 'vas read. 
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Question on the adoption of the 
amendment, 11Yeas" and 11 Nays" were 
demanded. 

The amendment failed of adoption 
by the fo1lowing vote: 

Aikin 
Bernal 
Hall 
Harrington 
Mauzy 

Bates 
Beckworth 
Blanchard 
Bridges 
Brooks 
Christie 
Connally 
Creighton 
Grover 
Harris 
Herring 

Yca&-9 

McKool 
Patman 
Schwartz 
Watson 

Nays-22 

Hightower 
Jordan 
Kennard 
Kothmann 
Moore 
Ratliff 
Sherman 
Snelson 
Wallace 
Wilson 
Word 

Senator Sch\vartz offered the fol­
lowing amend1nent to the bill: 

Amend H. B. No. 730 by adding an 
article to read as follows: 

Article -
Section 1. A1ticle 4.02, Title 122A, 

Taxation-General, Revised Civil Stat­
utes of Texas, 1925, as amended, is 
amended to read as follo\vs: 

"Art. 4.02. ..<\mount and Computa­
tion of Tax 

"(1) There is hereby levied a~ o~­
cupation tax on oil produce<l \v1th1n 
this state of six cents ( 6¢) per barrel 
of fortv-two ( 42) standard gallons. 
Said ta;;._ shall be based upon the total 
barrels of oil produced or salvaged 
from the earth or waters of this state 
\vithout any deductions and shall be 
computed (a) by tank tables sho\ving 
one hundred percent (1.00o/o) of pro­
duction and exact measurements of 
contents or (b) by meter or by other 
measuring device v.rhich accurately de­
tennintes the volume of 'production' 
or 'total oil produced.' Provided, ho\\'­
ever, that the occupation tax herein 
levied on oil shall be ~ix percent ( 6o/o} 
of the market \•alue of said oil \vhen­
evcr the market value thereof is in 
excess of One Dollar ($1) per barrel 
of forty-t\vo ( 42) standard gallons. 
The market value of oil, as that tenn 
is used herein, shall he the actual 

market value thereof plus any bonus 
or premiu1ns or other things of value 
paid therefor or \vhich such oil will 
r'?.asonably bring if produced in ac­
('.Ordancc \\·ith the lav .. ·s, rules, and 
regulations of the State of Texas." 

The amendment \Vas l·ead. 

Senator Kennal'd moved to table 
the amendincnt. 

Question on the motion to table, 
''Yeas" and "Nays" \vere demanded. 

The motion to table prevailed by 
the follovdng vote: 

Bates 
Beckworth 
Blanchard 
Bridges 
Brooks 
Christie 
Connally 
Creighton 
Grover 
Harris 
Herring 

Aikin 
Bernal 
Hall 
Harrington 

Yeas-22 

Hightower 
Jordan 
Kennard 
Kothmann 
Moore 
Patman 
Ratliff 
Sherman 
Wallace 
Wilson 
Word 

Nays-8 

Mauzy 
McKool 
Schwartz 
Watson 

Present-Not Voting 

Snelson 
Senator Mauzy offered the follow­

ing amendment to the bill : 
Amend C. S. H. B. 730 by adding 

a new Article SA to read as follows: 
ARTICLE SA. Section 1. Title 

122A, Taxation-General, Revised Civil 
Statutes of Texas, 1925, as amended, 
is amended by adding to Article 3.01 
thereof a new Section la, which shall 
immediately follow Section 1 therein, 
and which shall read as follows: 

"(la). There is hereby imposed an 
additional gas production tax upon 
the first purchaser of gas, at the 
rate of one and one-half per cent 
( 11h o/o) of the market value, as and 
when produced

1 
of all gas produced, 

saved, and sola, that is severed from 
the earth and waters of Texas, and 
is produced for the first purchaser by 
virtue of a contract that imposes 
upon the producer of the gas the duty 
to sever the gas from the earth and 
\Vaters of this state and then to de­
liver same to said purchaser. 
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"This tax shall be kno\vn and may 
be cited as 'The Texas Natural Gas 
Sales Tax.' 

"The term 'market value' shall 
mean the market value as defined in 
Article 3.02 of this Chapter. 

"The tax hereby imposed shall be 
the liability of said purchaser of gas. 

"Every such purchaser shall be lia­
ble to collect, re:port, and remit to the 
state this tax in the same manner 
and with the same responsibilities 
and liabilities as are imposed by this 
chapter upon the producer for the 
payment, reporting, and remittance 
to the state of the present gas produc­
tion tax. 

0 In no event shall a purchaser be 
relieved of responsibility to the state 
for the tax until it is paid. The tax 
shall be the primary responsibility of 
the first purchase; provided, how­
ever, that the failure of the purchaser 
to remit the tax to the state shall 
not relieve the first purchaser or any 
subsequent purchaser from its pay­
ment, and it shall be the duty of 
every person purchasing gas produc­
ed in Texas to satisfy himself that 
the tax on said gas has been paid 
to the state. 

"If for any reason the first pur­
chaser or subsequent purchaser of 
such gas fails to pay and remit to 
the State of Texas this additional gas 
production tax of one and one-half 
per cent ( 172 % ) herein levied, then 
the producer of such gas as herein 
defined shall pay and remit said tax 
to the state. 

"The State of Texas shall have the 
same liens and enforcement remedies 
to enforce the payment of this addi­
tional tax as are now available 
against the producer of gas. 

"The Legislature finds that the im­
pact and incidence of natural gas tax­
ation should fall upon the parties who 
have a substantial and significant in­
terest in the production of natural 
gas. Such parties include both the 
produC€r and the first purchaser. 

"The Legislature further finds that 
the failure of the producer to pass 
the gas tax on to the purchaser there­
of results in both an economic and 
physical waste of gas." 

The amendment \vas read. 
Senator Kennard moved to table 

the amendment. 
Questions on the motion to table, 

"Yeas" and "Nays" were demanded. 

The motion to table prevailed by 
the following vote: 

Bates 
Beckworth 
Blanchard 
Bridges 
Brooks 
Christie 
Connally 
Creighwn 
Grover 
Harris 

Aikin 
Bernal 
Hall 
Harrington 
Herring 
Mauzy 

Yeas-20 

Hightower 
Jordan 
Kennard 
Kothmann 
Moore 
Ratliff 
Sherman 
Snelson 
Wilson 
Word 

Nays-11 

McKool 
Patman 
Schwartz 
Wallace 
Watson 

Senator Schwartz offered the fol-
lowing amendment to the bill: 

Amend Article 7 of H. B. No. 730 
by adding a section to read as fol­
lows: 

"Section Chapter 12, Title 
122A, Taxation-General, Revised 
Civil Statutes of Texas, 1925, as 
amended, is amended by adding a new 
Article 12.051 to read as follows: 

"Article 12.051. BANKING INSTI­
TUTIONS 

11 (1) State and national banks are 
subject to the taxes imposed by this 
Chapter. 

"(2) The initial tax to be paid by 
a bank shall be determined as pro­
vided in Article 12.06 of this Title 
as if the bank had filed its charter on 
the effective date of this A.ct." 

The amendment was read. 

Senator Kennard moved to table 
the amendment. 

Questions on the motion to table, 
44Yeas" and "Nays" were demanded. 

The motion to table prevailed by 
the following vote: 

Bates 
Beckworth 
Blanchard 
Bridges 
Christie 

Yeas-20 

Connally 
Creighton 
Grover 
Hall 
Harris 
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Herring 
Hightower 
Kennard 
Kothmann 
McKool 

Bernal 
Barrington 
Jordan 
Mauzy 

Ratliff 
Sherman 
Watson 
Wilson 
Word 

Nays-7 

Patman 
Schwartz 
Wallace 

Present-~ot Voting 

Aikin Moore 
Brooks Snelson 

Senator Bates offered the followw 
ing amendment to the bill: 

Amend House Bill 730 by delet­
ing therefrom Article 8 which amends 
Section 23, Article II, Texas Liquor 
Control Act. 

BATES 
KENNARD 

The amendment was read. 

Question on the adoption of the 
amendment. "Yeas" and "Nays" were 
demanded. 

The amendment failed of adoption 
by the following vote: 

Bates 
Bernal 
Bridges 
Christie 
Harrington 
Herring 

Aikin 
Beckworth 
Blanchard 
Brooks 
Creighton 
Grover 
Hall 
Harris 
Hightower 

Connally 

Yeas-12 

Jordan 
Kennard 
Kothmann 
McKool 
Patman 
Schwartz 

Nays-18 

Mauzy 
Moore 
Ratliff 
Sherman 
Snelson 
Wallace 
Watson 
Wilson 
Word 

Absent 

Senator Kennard offered the fol­
lowing amendment to the bill: 

Amend the Senate Committee Sub­
stitute to House Bill No. 730 by add­
ing an Article 5A to read as follows: 

ARTICLE SA. 

Section 1. Section (1), Artic1e 
10.03, Title 122A, Taxation-General, 
Revised Civil Statutes of Texas, 1925, 
as amended, is amended to read as 
follows: 

11 (1) There shall be and is hereby 
levied and imposed (except as here­
inafter provided) upon the first sale, 
distribution, or use of diesel fuel in 
this State an excise tax of Seven 
cents (7c) per gallon, or fractional 
part thereof so sold, distributed or 
used in this State. Upon each subse­
quent sale or distribution of diesel 
fuel for the propulsion of motor vehi­
cles upon the public highways, on 
which the tax has been collected, the 
said tax shall be added to the selling 
price so that such tax is paid ulti­
mately by the person using or con­
suming said diesel fuel for the pro­
pulsion of motor vehicles upon the 
public highways of this State." 

The amendment was read. 

Senator I\.fauzy moved the Previous 
Question on the adoption of the 
amendment by Senator Kennard and 
on the passage of the bill to third 
reading and the motion was duly sec­
onded. 

Question-Shall the Previous Ques­
tion now be ordered? 

The Previous Question was ordered 
by the following vote: 

Aikin 
Bates 
Beckworth 
Bernal 
Bridges 
Brooks 
Christie 
Creighton 
Hall 
Harrington 
Harris 
Herring 

Blanchard 
Grover 
Patman 

Connally 

Yeas-24 

Hightower 
Jordan 
Kennard 
Kothmann 
Mauzy 
McKool 
Moore 
Ratliff 
Sherman 
Wallace 
Watson 
Word 

Nays-6 

Schwartz 
Snelson 
Wilson 

Absent 

The amendment \vas adopted. 
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Record of Vote 

Senator Hall asked to be recorded 
as voting "Nay" on the adoption of 
the above amendment. 

On motion of Senator Kennard and 
by unanimous consent, the caption was 
amended to conform to the body of 
the bill as amended. 

The bill as amended \Vas passed to 
third reading by the follo\ving vote: 

Aikin 
Bates 
Beckworth 
Bridges 
Christie 
Creighton 
Hall 
Harris 

Bernal 
Blanchard 
Brooks 
Grover 
Harrington 
Herring 
Jordan 

Connally 

Yeas-16 

Hightower 
Kennard 
IVIoore 
Patman 
Ratliff 
Sherman 
Snelson 
Watson 

Nays-14 

Kothmann 
1\iauzy 
McKool 
Schwartz 
Wallace 
Wilson 
Word 

Absent 

Amendments Ordered Not Printed in 
Senate Journal 

On motion of Senator Mauzy and 
by unanimous consent, Amendments 
Nos. 5, 6, 7, 8 and 9, which are iden­
tical to Amendment No. 1 except for 
the rate of tax levy, were ordered 
not printed in the Senate Journal, but 
the Journal v.'ill show the differences 
in tax rate levied by each amend­
ment. 

Memorial Res·olution 

H. C. R. No. 124-Memorial reso­
lution for Claude C. Wild. 

Welcome and Congratulatory 
Resolutions 

H. C. R. No. 123-Extending con­
gratulations and appreciation to the 
Honorable Claude W. Brown on his re­
tirement. 

S. R. No. 1100-By Senator Wat­
son: Extending welcome to FJ-eshman 
Class Moody High School. 

S. R. No. 1101-By Senator Mc­
Kool: Extending commendation to W. 
T. Shotts for his efforts toward pre­
serving unique early _.<\.merican art of 
scrimshaw. 

S. R. No. 1102-By Senator Hall: 
Extending the position of Honorary 
Page to 1\iichael David Lee of Mes­
quite. 

S. R. No. 1104-By Senator Word: 
Extending welcome to Lampasas 
County Home Demonstration Club. 

S. R. No. 1105-By Senator Aikin: 
Extending welcome to Rev. Don Ben­
ton. 

S. R. No. 110&--By Senator Wat­
son: Extending welcome to Vernon 
"Blondy" Rucker. 

S. R. No. 1107-By Senator Wat­
son: Extending welcome to Leniol 
Martin. 

Recess 

On motion of Senator Aikin the 
Senate at 3:15 o'clock p.m. took re­
cess until 9:15 a.m. tomorrow. 

APPENDIX 

Sent to Governor 

April 28, 1971 

S. B. No. 215. 
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Senator Aikin offered the following resolution: 

(Senate Resolution 1103) 

Whereas, The Texas Senate 'vas saddened to learn of the death of 
a distinguished and beloved Texan, Claude C. Wild of Austin on April 
25, 1971; and 

Whereas, Mr. Wild was born in Franklin, North Carolina; he lived 
in San Angelo and Fort Worth, Texas before moving to Austin in 
1935; he attended the University of Colorado and earned his law de­
gree; and 

Whereas, He was a veteran of both World Wars, having served as a 
Lieutenant in World War I and a Lieutenant Colonel in World War II; 
he commanded a prisoner of war camp in San Antonio during World 
War II; and 

Whereas, He was highly regarded by members of the Texas Legisla­
ture and by the Executive and Judicial branches of our State govern­
ment; he served former President Lyndon B. Johnson as a valued 
advisor and as a friend during his administration; and 

Whereas, Throughout his life, he was vitally interested in community 
as well as State affairs; he served as an officer in many organizations 
in Austin; he was past president of the Austin Country Club; he served 
on the Board of Directors of the Austin Club for many years; he was 
·a member of the Town and Gown Club; a member of the Headliners 
Club; and he was an active Mason; and 

Whereas, He is survived by his wife, Leona Peters Wild of Austin; 
his two sons, Claude C. Wild, Jr. of Washington, D. C., and John A. 
Wild of Los Angeles, California; two sisters, Mrs. Oliver Waggoner of 
Chicago, Illinois and Mrs. Kenneth Pardee of Los Angeles, California; 
now, therefore, be it 

Resolved, That the Senate of the 62nd Legislature pay highest tribute 
to the memory of Claude C. Wi1d; and convey our deepest sympathy 
to the surviving members of his family; and, be it further 

Resolved, That copies of this Resolution, under the seal of the Sen­
ate, be prepared for his family as an expression of our respect and 
high regard for this great and beloved Texan. 

AIKIN 
Signed-Lieutenant Governor Ben Ban1es; Bates, Beckworth, Bernal, 

Blanchard, Bridges, Brooks, Christie, Connally, Creighton, Grover, 
Hall, Harrington, Harris, Herring, Hightower, Jordan, Kennard, Koth­
mann, Mauzy, McKool, Moore, Patman, Ratliff, Schwartz, Sherman, 
Snelson, Wallace, Watson, Wilson, Word. 

The resolution was read. 
On motion of Senator Highto,ver and by unanimous consent, the 

names of the Lieutenant Governor and Senators were added to the 
resolution as signers thereof. 

On motion of Senator Aikin the resolution was adopted by a rising 
vote of the Senn te. 


